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URGENT NECESSITY FOR IMMEDIATELY

INCREASING CHINESE COAL PRODUGCTION

TO PREVENT ECONOMIC COLLAPSE
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SUMMARY OF FINDINGS AND CONCLUSION

FINDINGS

Prewsr Prcduction (1937)

Presen‘b Produc*b:.on (first half 191;7 'basis)
Deflci‘by Against PreWe.r

19h2~3 Wartlme Product:.on (incl, Manchuria and
Taiwan)

Chinil."é Go_a?;l Reserves |
Number of mines included in this proposal

Anticipatad'l’roducﬁion of Restored Mines

_ Estlmated Cost of Rehabilitation of

Restored Mines
Amcunt of Loan Requested
Axfnoi*tizing : _Period .64‘.' Loan
Interest Rate
Yeaﬂ& '{mor‘bizing' Charge
MOrti%{ng Charge based on Production
Coal m@orts ca.n 'Supply Foreign Exchange

32,000,000 tons per year

23,000,000 tons per year
9,000,000 tons per year

72 ,000,000 tons. per year
241,63k Million tons -
12,300,000 tons per year

$17,500,000

25 yearéf
st
§ 950,25
$ +08 per ton _I
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OENERAL OBSERVATiONSs

The most essentisl element in the industrial life on any npatlon is

an adequate supply of coal both for its industries and for the well-being
“of its people. |

China used to produce 32 million tons of coal in 1937 when she had
not yet entered the war with Japan, Of this amount about 12 million were
produced from the Northeastern Region (Manchuria), 11 million from the Norfh-
ern Proﬁhces, and 9 million from the rest. During the war in the years
1942-3, it was estimated by the Foreign Economic Administration of Us Se
Government that the annual production of coal for all of China, including
Northeastern Region and Taiwan, was 72 million tons. |

~ China is suffering today from a serious shortage of coale It§ minep
are currently able to produce at the rate of 23 million tons per year or
less than one-third of the tonnage produced in 191;3»

'I‘his deficit is having a serions effect cm Ch:z.na”s present econony,
coal being the main source of energy for its many sma:ll and widely scat'beréd
industries. _ N

__ This coal shortage also can'bribﬁi_ed to the distress, unrest and sicke- |
ness of the people, especially in thé larger cities where fuel is required |
for heating and maintenance of essential servicess

Finally the shortage of coal in China. prevents any substantial coal
sxport upon waich Japan and other Far DTastern countrigs ‘are dependent for
comgrcial revivale ; i |

Thé cause of this shortage is primarily due to the condition
of the mines as a result of the war and its afbermath. A survey to
determine these conditions and the requirements for speedy rehabilitation
was made in 1946 by leading American mining engineers of the firm of

Pierce Management, Scranton, Pannsylva_miao Their survey shows that the
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melicious destrﬁc‘bion, flooding, and disruption of power and railroad
facilitiese L |
A1l of the minas suffer from deferred maintenance due to lack
of equipment a.nd ﬁﬁterialss misapplication of machinery, lack of opera-
ting supplies and bad wartime mining practice. - o
Much. of the Japmese productive capacity cannot be restored
as it was obtained from ouberop openings by crude methods and 'bl’.l&. use
of forced labor. The age of such openings and the destruction subse=
quent to "sui'render has eliminated these tonnage possibilitiesa o

LOCATION OF CHINA'S RESOURCES:

‘ China is pleﬁtifully supplied with coal reserves which can be
developed to meet any requirementss

These resgerves, clasgified in million of metric tons, are:

Total Reserves of Coking Coal 2,728
Total Reserves of Anthracite Coal Li6,001
Total Reserves of Bituminous Steam Coal 188,167
Total Reserves of Lignite h 738
' GRAND TOTAL PROVEN RESERVES - Million metric tons

'Ch:ma ranks fourth in coal resources among the na‘blons of the .
worlde

At China's pi'evious maximum production, these reserves would
last for 3,.50(_5 years.

The distr:.bution of these reserves by provinces is shown on

Table I in the Appendix of thie report.

CONSUMER RI}QUIRELENTS

The previous and current coal consumption for different purposed -
is shown in the following table:

Appr_oved.For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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DISTRIBUTION OF PIEWAR, WARTTME AND CURRENT COAL CONSUMPTION IN CHINA
— BY TIPE OF USE T
. . Este EBtQ_
Supply 19335 1943 1oh6-h7
Production 32,600 72,000 23,000
Imports 1,038 0 (very small)
Total Supply 33,638 72,000 23,000
Exports 3,800 3,400 0
Available Supply 29,838 68,600 23,000
Type of Use
Railroads 3,210 12,000 k4,600
Mines and Smaltel"s 3’200 129000 1’200
Household and small industry 11,500 15,000 95,200
" Large mfgs establishments 75200 10,500 b
~ Elsctric power ‘ 2/ Ly500 3,500
Bunkering 1,964 3,000 1,000
Residual %/ ' 2,76L 55600 3,500
Total Consumption - 29,838 68,600 23,000

AQ noted in the foregoing, the current rate of‘pfoductiOn in the
last half of 1946 to the first part of 1947 amounted to only twenty—
three million tons per year,

Even with the elimination of all export coal; the amount avail-
able for consumption is less than one-third of 1943 pfoductien.

As pointed out in our general observations, the effect of this
on railroads; electric powér plants, household and small indust:ies is
having a serious effect on Chinafs internal economy, in its effortitb
create employment and to st&ﬁliz;‘currency in relation to other cur-
rencies.s

As compared to a per capita consumption of coal in the United -

5/'Included in "household and small industry®™ and “large'manufacturing
establishments® categoriss, '

Y S R AL P Ay oo
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‘States for industrial, power and all other uses of five tons .pei" person,
the maximm production in China provided only one-eighth of a ton per
person. _

‘There is, therefore, the necessity for promptly taling the fol-
1orwing actiong

1, Immediate rehabilitation of existing strategic mines to
; relieve the present coal deficiencys

2, Development of modern mines to provide for industrial
development and improvement in living standardse

PRESENT PRODUGTION:

The prodﬁction of coal by regions for various years and at present
is shown in the following tables |

PREWAR, WARTTME AND CURRENT COAL OUTPUT IN CHINA BY REGIONS»%
(in 1,000 netric tons)

ngion *1931&-35 1043

‘Manchuris 119800 33,000
North China 16,000 26,000
Southwest China 850 75000
Remaining areas 35970 6,000
Total 32,620 72,000
¥Egtimated figures (appe)

PIERCE RECOMMENDATION AND OUTLINE OF PRESENT PROJECT

' The mines considered for immediate rehabilitation in the various
‘areas are shown on the map by colored penéil in the Appendix of 'this
reports

“ The selec’cion of these mines takes :Lnto account their location in
relahion to consumer requirements aocordimg 'bo population and 'bransporta.-

'bion,, as well as their future value to industrial expansion.
Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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' The mines are listed in three categories, namely, First Stage
Government M¥ines , Second Stage Government Mines, and Private Mines. |
on Aﬁgust 1, 1945, Pierce Management submitted a summarizing
repoi‘t on the materisl and equipment for coal mining required by the

PORT PROGRAN, tobal cost feoobs American factories, $9,407,190600,

total bonnage 23,052063 (Attachment 1) This program was nok con~

thed due to the earlier arrival of V-J Day. Thbinte;ﬂ;ion e
getting coal production from the mines then oecupied by the Japanese
was, however, one of the major prerequisites for the anticipated success
di‘ American Expenditional Force. The equipment suggested is also in .
liné_ with the general requirement for the rchabilitation of Chinese coal
miness
Reports on the equipment and material necessary for the rehabili?

.tation of all Goverrment mines were submitted by Pierce Maﬁagement %0
the National Resources Commission of China under date of August 20, 19L6.
As shown on Attachment 2 the summarizing report gives the capital re-
rt?mement for immediate rehabilitation of all lst and 2nd state Govern—
ment mines, total amount required was U.8. $39,7h9,2136000

De’saiied list of requirements were provided for sseveral of the
first stage mines (Attachment 3)e These specificatiéﬁs cover only the
material essential to correct the machinery and supply deficlency in
order to obtain the necessary tonnages and maintain the properdty. This
| equipment will conformy, however, to future programs of mine moderniza=—
tion which are required to develop these mines to full potential cepacity.

In this project, it is proﬁ)osed to rehabilitate and develop the

'f.'o]‘_'.l'.ow'ing miness:

o Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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le Northeastern Chinasg

Fuhsin, Jehol Province — to rehabilitate from present pro-
duction of 5,000 tons/day to 10,000 tons/days. _

Peipiao, Jehol Province e~ to rehabilitate from preéent Pro-
duction of 1,000 tons/day to 3,000 tons/day :

26 North China
Kailan, Hopei Province (Private ownership) —- to develop
from present production of 1k,000 tons/day to 15,000
tons/day

. Chinghsing, Hopei Province - to rehabilitate from present
standdi11 condition to 5,000 tons/day

Ghunghsings Shantung Province (Private ownership) = to
rehabilitate from present standstill condition
~ (largely destroyed) to 1,000 tons/day

Yilo, Hunan Province = to rehabilitate from present small
production to 1,000 tons/day o

3, Central and South China

Kaokang (otherwise known as Kansi), Kiangsi Province == %o
develop from present small production to 2,500 tons/ day

Hsiangtan, (otherwise lmown as Chunghsiang, Hsiangkiang, etcs)
Hunan Province e to develop from present 500 tong/day to
35,000 tons/day

ECONOMIC AND ENGINEERING JUSTIFICATION

The larger mines in North China and Manchuria previously supplied
from 35% to 4O% of China'’s coal production = Fuhsin, Fushun, Kailan,
" and Peipiao Mines being ﬁhe main contributorss é}oal to Shanghail a.nd
caasf.a.l cities was largely supplied by Kailan and other mines in that
vicinity at the port at Chinwangtace

The December 31, 1946, "International Coal Trade" published by
the United States Bureau of Mings, states in pari as follows relative
to shipments to Bhanghaisz :

", sene0 LOadings since mid-July have become increasingly lrregulare
Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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with shipments during August and September, averaging just

over 120,000 tons each, a drop of 30,000 tons from the pre-

vious figures eme— Stock piles at Shanghai at the end of

Rugust were estimated at 125,000 tons, but in view of the

curtailed shipments from the Kailan mines it has heen neces—

sary to draw on these reserves with the result that stock

piles at the end of October were down to 90,000 tons or

15 days supply so00e0esce’ ‘

This condition, we are advised, is typical at all principal -
centers throughout Chinao

Tn view of the troubled conditions in some parts of China, not
all mines ‘previous'ly considered in the First State group are proposed
for immediate rehabilitation. | |

The above mines are recommended for rehabilitation as.best located
to prbvide immediate relief, and haﬁng sufficient reserves to justify |
future modernization.

" Upon the completion of this project, which will be accomplished
in two or a little more than two years, there will be an increase of
6015 million tons of coal per year in addition to the &5 ‘million tons
of present producing rate, making a total of more than 12.3 million
tons a year (Table II). - |

Aside from these strategic coal mines, there are many other

mines in Chiné.o The aggregate production of both groups are about

23 .m:'t.llion tons for the present yea%‘ s out of which the 8 minas under

this projecf onljr contribute 6.15 million. After two years even all
mines of less imporitant groups keep on with their old produc'tion, whole
China will produce 29,15 million tons of coal, which is almost equivalen’c.

to- the ;Sre-awar figures.

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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COST OF TMMEDIATE REHABILITATION:

Basing on the Pierce figures for those they had definite estimates
and following their standard of estimation for those they had not made
estimates, 1t is required a total amount of US$ 2li,33L,L426 for the |
eight mines under this project. Sﬁiﬁce some egulpment and materials
have already been obtained through UNRRA and a previous loan of 1.5
million V.8, dollars, proper deductions should be made from this amounte.
There leaves a deficit of US$ 19,023,815 for all the projected mines.
Taking round figures and making slight modifications in aeccordance
with recent developments, a budget of US$‘ 17,500,000 is necessary.
(Table II) This amount is distributed as followss

Fuhsin Us$ 3,900,000
Peipiao 800,000
Kailan . 1,300,000
Chinghsing ; 500,000
Chunghsing : 19(5300,.000
Yilo 00,000
Kaokang : 64500,000
Hgiangbtan - 3,000,000

- Total TEFT7.500,000

In this list the amount required for Fuhsin and a :E‘ev_v others
are far from sufficient. They will be so allocated just for a starte

The Kailan mines, Hopei Province, are jointly ommed and operated
with British and Chinese capitalse They have never guSpended in work
since their establishment. They suffered no loss iﬁ'wartme, therefore
their development wrk is quite easy to be carried outs Chunghsing in
Shantung Province is the mine embtirely owned by private capital and
suffered serious loss for several times occupation of the Chinese Come

mmistse. The restoration work will be most difficult and requires much

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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wore money than the above allocation. The Kaokang mines in Western
| Kiangsi will produce coking coal supplying the iron and steel works :l.n
Tayehg Hupei Province. Such new developments require a relatively larger
amount of fund. Hsiangtan mines in Hunan Province will also help in

this worke As to the other mines, their increase in production as
planned in‘thig project cannot as yet reach their peak production in

the pre-war dayse.

Some of the Northeastern mines, such as Fuhgin and Peipiao, can
produce more, if more money is allocated 'Eo them. Bubt being situated in
a somewhat disturbed area, they are only restored to suchr 8 degree as
they are required to contribute necessarily to the serious shorjbage of
coal in other parts of China. Their extensive restoration work will
therefore be 1ef'.bb to a later date.

The mines selected are those which are susceptible to rapid in-
crease in productivity, and accessible to rail lines to consuming cern
ters. The mines in North China can ship théir product to the Ports of

Hulutao, Chingwantao, and later through Dairen to supply coastal cities.

MATERTAL AND EQUIPMENT REQUIRED3

While the requirement for each mine is different, the material
and equipment wanted is, in general, of the following categories:

PowerPlant
Hoistbs
Fans
- Pumps
Compressors, jackhammers, and accessories
Core drilling equipment
Mine and railrcad cars
Steam locomotives
Rails and accessorles
Inbricants and paints

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530601-0
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Rope, manila and wire

Rubber hose

Miners tools

Maehine shop equipment

Machine shop accessories

Machine shop tools and supplies
Electric cable and wire

Legather belts

Pipe and fittings

Structural steel and material :
Mine lamps and charging equipment
Telephones

Off'ice, surveying and drafting equipment
Mine timber

Coal laboratory equipment

Emargency hospital equipment and supplies
Engineering and supervision equipment
Coal stripping equipment

Rotary dump, skip and sinking buckets
Mine Rescue apparatus

Seresn and picking table equipment
Dump truck and aubtomobile trucks
Miseellaneous supplies

Miscellaneous equipment.

ESTIMATE OF REHABILITATION COST AND AMORTIZATION OF IOAN:

On the basis of the foregoing figures, a loan of $17,500,000 (US)
should result in re-establishing China's prewar production and provide
& sound bas&?sfor further expansion of coal production as contemplated
in its indﬁ;trial program.

Based on a loan of this amount, carrying interest at a rate of
2e1/2% and an amortizing period of 25 years, it will require annual pay-
ments of $950,250 to liquidate the ioan with intereste 7 |

Baged on a /pr@ducticn from these mines of appi‘o:{:ﬁngtely twelve

million tong per year, the amortizing charge is eight cents per ton.

COST OF PRODUCTION:

Due to scarcity and ,jaz’f‘lationg current costs are not representa-
tive and are of little use in determining normal, representative peace-

time production costse
Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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The presmt day a.vefage production per man for Chinese coal mines

is. 0+25 tons per day.
| This compares with an average production of three tons per man
in Pemnsylvania Anthracite mines having similar mining conditions.

'In order to establish a sound industrial economy, grea‘be% éfi‘ié-
ciency must be established in Chinese minesy not only for redt;ction in
operé,t.ing costy but also as means of reducing capital cost of new
pro;]ectso .; | |

A comparison with the Anthracite mines of Pemnsylvania which
have similar conditions should prove of interest in determining the
relatively finsncial ratios between these mines and the Chinese mines
being considered. |

ANTHRACITE  CHINESE RE-' e
MINES HABILITATION

Capital invested per ton annual $8600 $L.10
output _
Kmortizing Ghargés +38 08
Amortizing charges in relation
to investment Lo7% ~ 5.5%
‘Tons produced per man day 3 +25

The rehabilitation material when added to existing plant and
_equipment of these mines will create a "going concern" value of approxi-
mately $5.50 per ton, and result in an amortizing charge of only 2%
of total investment, compared with L.7% of similar mines in the United
Statese |

The foregoing favorable financial ratios, and the extremely
present low effiéiency of Chinese production give assurance that moderni-
zation will result in greater efficiency g—md cost reduction and that

. the propesed loan can be safely made on a self--liquida'bing bagise

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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The problem is no£ only one of engineering, financial and poli-
tical justification, but also one of finding the foreign exchange .te
meet loan amortization requirementse |

' In order to assure adequate foreign exchange for repayment, we
~ propose to allocate a portion of the tonnage for exports from tﬁese
- mines tos- (a) Japan, (b) Philippines, and (c) Hong Konge In par{,i--
cular, the occupation force in Japan have pressed their requirement for
a very substantial quantity of coale

It should be possible to export a minimm of two .million‘_tons of
coal per year to these: sources which should provide foreign exchange to
the extent of approximately $20,000,000 (UsSo) per yearo

If only 10% of the value of these exports is earmsrked for amorti-

zation, it would provide two million dollars per year for loan retirement.

Approved For Release 2003/1 2/02: CIA-RDP80-00926A00770053_0001-0
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APPENDIX’

TABLE I

COAL RESOURGES OF CHINA :
ons of Metric Tons)

- TOTAL, ESTIMATED

PROVINCE  RESERVE ANTHRACITE BITUMINOUS LIGNITE ¢ OF. TOTAL
217 : 25 192 oy
100 22 78 e
360 60 300 e
992 216 776 w———
Lo 160 280 L aiad
1,764 1,043 721 -
5,989 225 5,764 e
B3y 3 Lol 27
2,707 11 1,266 1,430 1,120
' 19788 T7h ' 1901’4 s 071&{0
300 e 300 — 012l
Al 50 371 — o174
396 291 105 e .e16l
6,000 P 6,000 e 20483
- 500 — 600 e 207
Ninghsia 1,88 166 322 - 0202
Shensi. 715950 750 71,5200 — 29,776
Honan TeTOL 4,455 3,309 — 36213
Sha.nsi 1279127 ) 36 h?l 879985 29671 520611
Shantung 1,639 1,613 e +678
Hopeh - 3,071 981 2,088 2 1,271
Suiyan W76 58 ’396 22 4197
Chshar 50 17 187 e ‘0209
iﬁgﬁiang 1 g%g 183 1‘233 > gggg
4 3] o bid
: 1,143 2 986 155 i3
He:l.lung Kiang. 19017 6 619 392 - G421

| moTAL LTS B rveoro R oW 14 TTS8
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TARIE II  PRESENT VS PROJECTED PRODUCTION OF COAL MINES

Present Projected  Minimum Rate to be increased

Producing Rate ... Producing Rate in this plan
Ttem - -
Noo Mines tons/day tons/year tons/day tons/year tons/day tonsjyear )
1 mhsin 55000 1,500,000 10,000 3,000,000 5,000 1,500,000
2 Pelpiao 1,000 300,000 3,000 900,000 2,000 600,000
3 Kaflan 14,000 1,200,000 15,000 4,500,000 1,000 300,000
L Chinghsing == e 3,000 900,000 3,000 900,000
5 Chunghsing ——— e 1,000 300,000 1,000 300,000
6 TYilo small  production 1,000 300,000 1,000 300,000
7 Kackang  small production 5,000 1,500,000 5,000 1,500,000
8 Hsangtan 500 150,000 3,000 900,000 2,500 750,000

Total 20,500 6,150,000 11,000 12,300,000 . 20,500 6,150,000

Apprbved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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TABLE ITI

COMPARISON OF REQUISITIONS

Original Requisitions

Allocations Already

B Obtained Thru :
Wafted by = Estimated o Adjusted re=
Ttem " Pidrics”Manage-According to Previous = quisitions for
Noo Mines ment Pierce's 8tds. UNRRA Loan Deficit “this 1oan
1 Fuhsin® ﬁ;z,ézu =t o 888, 600 ?fgoz,ézu %,ooo
2 Peipiao 1,179,542 400,000 779,542 800,000
3 Keilan 1,245,832 1,215,832 1,300,000
L, Chinghsing 2,127,445 _..,,..,__._,,_. 1,540,249 150,000 437,196 Soo,ooo
5 Chunghsing 1,128,000 1,128,000 1,000,000
6  TYile 1,288,483  —— 68l,52L 150,000 453,959 500,000
7  Kaokang e 7,875,000 876,551 6,998,499 6,5004000
8 Hsiangtan emm  35937,500 - 709,287 250,000 2,978,213 3,000,000
s TS U 5% =
Total 11,393,926 12,940,500 3,810,611 1,500,000 19;023,815 17,500,000
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DEVELOPMENT OF PRODUCTION
OF MINERALS FOR EXPORT
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1, Projected Capital Investment Domestic -
‘- ToSe Loan Investment

_ Requested ‘ Plarmed
. Tin mines — US$ 1,500,000  US$ 2,500,000
\ Tungsten mines ey 35,000,000 15,500,000
\ mtimony mines ] 2y -Q_oqgooq 3,000,000

USH 6,500,000  US#L0,000,000
2o Effect on Production and Profits |

. S Sale Value (at - _
Annual Mine) of  Ammual Profit

Present Tojected Increased Product# on Increasedpodudh
Tin mines 1,000 mebo 5,000 mete  US§ 3;168,000 US§ 528,000
Tungsten mines li,000 mete 1ly000 mobe 10,675,000 ~ 2,860,000
Intimony mines 2,000 mote 125000 moto 2,200,000 7880,000

#7alue based on estimated lonAgi-«rénge' prices; current prices are mmch higher.
: "'I'Im%' assuming the. ra'ime;tejd; credit were amortized over twenty ‘
years, it is clear that it could be carried and repaid without difficulty.

“Yurmen Consclidated Tin Corporation —-
Wines at Kouchiu, Yunnan Province '

The tin deposits in the Kouchiu area, about 360 kilometers south
of Kumming, are the best in China, Before the war exports of tin from this
area averaged about 9,000 shorttons per year, derived from a number of :
native mines and small smelters as well as from the operations now controlled
by the Yurman Consolidated Tin Corporation. The Japanese. blockade cut off
Kouchiu from cutside sources of supplies and from markets abroad, and the
plant there was bombed repeatedly by the Japanese. Thus during the peried
19411945 production of tin was reduced to about 3,000 ghort tons yearly.
Since the war, because of the continued inability of the mines to obtain
necegsary supplies and equipment, armusl production has been further reduced
to about 1,100 short tons of refined tin (9968% Sn)o- _

. The National Resources Commission hopes: eventually to expand the.
output of the Yunnan Gonsolidated Tiu Corporation mines to 10,000 to 12,000
long tolis per year. It is plarmed to put into effect immediately the initial
recomnendations of the survey made by Behre Dolbear & Compary (Exhibit I0, )
requiring an estimated capital expenditure of $235,000 to bring the mines!
production immediately wp to 2,000 tons per yeare Upon the completionof.
necessary detailed swpvweys additional work is planned to raise amual pro-
duction to 5,000 metric tons, of which 90 per cent would be avallable for
‘exporto It is expected. that this program can be complated within three
YEarse , T

' - Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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Total costs for equipment and materials to be purchased in the
United States are roughly estimeted as follows:

Transportation equipment ‘ UsS$ 105,000
Mining equipment _ - 250,000
Concentration equipment : 190,000
Smelting equipment 1)i5,000

Laboratory equipment - . Ll

‘ Total )

Plus 15% estimated for freight and insurance 196,000
- Tot: US$ 1,500,000

Grand Total g :: ‘s

Expenditures in China estimated as equivalent to USSE‘»%?E%Q&G will also be

requireds _ ‘-

Tt is diffieult to make an accurate estimate of production costs
in terms of Uo 8o dollars in view of variations in the value of Chinese
currency ¢ver the past two years. The cost and profit estimates prepared
by Behre Dolbear present a very conservative picture. They estimate the
cost of producing tin at Kouchiu at $0,296 per pound, calculated on the
basis of the rate of exchange (CNC$2,020 to US$l) in effect as of August
19%63 since ‘then the official rate of exchange has changed to CNC$12,000 to
USHle

The cost of transportation from the mines to New York is estimated
by Behre Dolbear at $00.165 per pound. On this basis the total cost of tin
delivered in New York would be approximately Li6¢ per pounde The market price
in New York is now ahout 70¢ per pound. On this basis, refined tin would
yield a net projit in New York of about 2li¢ per pound, or $480 per short ton.
The projected annugl production of 5,000 metric tons per year at this price L
would yield a profit of approximately $2,640,000 annually to the Yunnan Con=""
solidated Tin Corporation. ' -

‘The sale abroad of liy500 moto of tin, at a price of 704 per pound,
would provide China with foreign exchange amounting to over $6,000,000 per
years

. As Behre Dolbear & Company's report points out, the px'sent market
price of tin cannot be expected to. continue at its present level, considerably
above the prewar price or the controlled wartime price.. However 1t may be
assumed that as the world price for tin declines, the cost of delivering
Chinese tin to the United States will also tend to decline substantially as
a result of the reduction in the exexrbitant transportation costs from the
mine to an ocean port. Moreover, ﬂig Chinese production and transportation
costs shown in the Behre Dolbear report are based upon conversion of Chinese
into Mmeriean dellars at a very low rate of exchange,
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‘Kiangsi Tungsten Mines

The wolfram mines in southern Kiangsi have been in the past the
largest producers of tungsten ore in the world, because of thelr rich
deposits, the sase of operation and the availability of cheap labore
Probable reserves of the four principal mines are estimated at 550,000
tons of 65% W03, Prewar operations were very primitive, completely
unmechanized. |

" As a result of the war and the occupation of this area by the
Japanese, the mines were shut down for soms time. Resumption of produc—
tion has been hampered by much higher labor costs and a lowering of the
grade of ore processed. Thus mining efficiency must be increased through
mechanization if the prewar levels are to be regained and maintained.

Aecording to the report of Behre Dolbear & Company (Exhibit II,
page 2), "the present ore exposures, although not systematically sampled,
analyzed or mapped, leave little doubt that potential reserves are large,
and suggest that adequate development may establish them to be the largest
reserves in the world.™ .

 Frerage annual production of tungsten concentrates (60% WO basis)
from southern Kisngsi deposits in the years 1936-1943 exceeded 8,0()03 netric
tong per year. Present production, under difficult and often primitive
conditions, is at the rate of about l;,000 metric tons of 65% W04 ores The
NRC plans, through further development and mechanization of minés, to reach
an annual production of 14,000 metric tons of 65% WO tungsten ore, of which
95 per cent will be avallable for exporte It is estimated that this program
can be completed in three years. o

The requiremen‘bs 'pf equipment and supplies from the United States
required for completion of this work total an estimated $3,000,000, divided
roughly as follows: ' '

“Power plant equipment _ Us$ 690,000
 Development equipment 368,000

~ Mining equipment 188,000
Milling equipment 500,000
Transportation equipment 85,000

Ore testing equipment 80,000
Machine shop equipment 67,1100

Road construction equipment 120,000
Surveying equipment 20,000
Other materials . 190,000
Tobal us$ 2,608,400

Plus 15% estimated for freight and insurance 3914600
| Grand Total US$ 3,000,000

In addition, an investment in Chinese currency is required, estimated as
the equivalent of US$l,500,000.
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According to the Behre Dolbear report (psge 9), "Quotations for
tungsten ores and concentrates, duty paid, at New York, have held at around
$24,00 per short ton unit since 1941, a period of 5 years. This is equivalent
to slightly more than $16.00 per unit for Chinese ores (before duty) o« & s o
Assuming freight and handling charges on ore frem Chinese mines at $60,00 per
tony; the present value of tungsten concentrate at the Kiangsi operations would
be about $15600 per unit." ‘

On the basis of thelr surveys of four mines, and assuming a value
of $15,00 per short ton unit at the mine, Behre Dolbear & Company estimate
the profit per short ton unit of ore at from $3.50 to $4.82 at current prices,
Ore of the quality to be mined from these deposits would yleld a profit at
any price down to and including $10,00 per unit of WOqe Assuming $4,00
profit per short ton unit, the profit on 65% W03 tungSten concentrates would
be $260 per short ton, or about $286 per metric ton., & production of 1l,000
metric tons per year would yield a total profit of over $h,000,000,

The Jexport of 90 per cent of this production would bring China over
$13,500,000 in foreign exchange. _

Hsikuanshan Antimony Mines

These mines, located near Sinhua, Hunan Province, have long been
the world®’s most important source of antimony. Reserves are estimated at
some 500,000 tone of antimony metal. Before the war these mines produced
about 10,000 metric tons of antimony regulus (99:8% 8b) each years During
the war the mines were shubt down, and subsequently some caved in or were
flooded owing to lack of maintenance, There has been little mining activity
ginece operations were stopped by the Japanese occupation in 19hhe

- In the past, antimony mining and smelting operations in this dis-
trict have been quite primitive, using tools and powder of local mamufacture
and depending solely on manpower to bring the metal out of the mines, Only
the richer ore was extracted, Inefficient smelting operations produced a
waste slag of high antimony contenb, and lost over 20 per cent of the metal
in stack gases for lack of adequate cooling and condensing equipment.  As
the depth of the mines has increased these primitive operations have become
more difficult and expensive and in some cases mining has been stopped by
mderground waters Immediate rehabilitation and mechanization of operations
is essential if Chinese antimony exports are to recovers .

_ The NRC's plans envisage an increase in the production of these
antimony mines from the preésent low level of about 2,000 mebtric tons per
year of antimony regulus to 12,000 tons, of which about 80 per eent will be
available for export. It is estimated that the development pregram can be
completed in three years.
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The requirements of equipment and supplies from the United States
for this work total an estimated $2,000,000, divided roughly as followss

Power plant equipment Us§ 150,000
Exploration equipment 130,000
Mining equipment : 350,000
Concentration equipment 100,000
Smelting equipment 710,000

Total Us$ 1,7h0,000

Plué 1% estimated for freight and insurance 260,000
' Grand Total Us$ 2,000,000

In addition, an investment in Chinese currency is Jz"c'equ:’i.:t:'eci9 egtimated as the
equivalent of US$3,000,0000

The tentdtive cost estimates contained in Behre Dolbear & Company's
report (Exhibit III) indicate a cost of about 64 per pound of antimony recovered,
or about $132 per metric ton., The metal would have a sale value at the mine
of at least 10¢ per pound or $220 per ton. (At the current high New York
price of aboubt 30¢ per pound the value would be more than doubledj moreover,
the projected rehabilitation of the branch railway from Sinhua to Hsiangtan
would greatly reduce transportation costs and increase the value of the metal
at the mine.) On this basis a production of 12,000 m.te of antimony regulus
would yield a profit of $936,000 annualilys

Assmning that 80 per cent of the metal were exported the return to
China in foreign exchange would be at least 12,000 x $220, or $2,640,000 per
years

L
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Tientsin, 4th August, 1%7,

Statement of Tugs and Lighters available for
Transportation of cargo in Tientsin Harbour
August 1947

-—-q—g—-———————-———--—.—u—m——n-—

Dead weight
Tugs Lighters capscity
Tientsin Lighter Co. 3 14 6,940 tons
China Merchants Steam Navifion Co, 14 18 8,850 0
Dah Hwa (Great China Corporation)} 2 3 800
Lien Mao 3 5 1,600 "
22 40 17,790 tons
8. In 1940 the number of craft registered with the Customs
Tientsin was;
. Dead Weight
Tugs Lighters Capgci€§
‘ 97 208 60,000 tons

A

bel Details of Tugs & Lighters at prééént available are given
elows~

Tientsin Lighter Co.

Lighters Caggcitz, 26T,

7 \

9 nan s 1ichte J

g "%" Cl%ss llggters %28 %ggg
‘?)/‘ non " " 450 840

14 6540 tons

Tugs

2 Nos., 1 & 2 350 h.p., Gapable of towing 2 1ishters
1 Chenyang 450 h.g.)“ Taﬁu Bar to Tientsin.

3
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China Merchants Steam\Navigation COa

Lighters Cagacitz o7 B
5 "Dt lighters 500 2,900,
1 No. 3 500 500.~
4 Nos. 1,3,5,7, 200 2,000, -~
4 Nos. Lu 3,4,10,12, 450 1,800. -
1 Pengten 800 600, -
1 Taku 500 200, -
1 Kai Ping 500 200.-
1 No. 140 450 450, -
18 8,850, tons
Tugs
1 Kuo Tsin
1 Kuo Lan
1 Kuo Wan B.P. varies from 200 to 400. suitable
1 Kuo Loo for proceeding to Bar but in some cases
1 Kuo Tsang towing only one lichter at a time.
1 Kuo Chi .
1 Kuo Tung
1 Kuo Ku
1 Kuo Yung
1 Kuo Shu
1 . .
1 %ﬁg %238 )- igltag%gefor River only towing one lighter
at a .
v
% %gi*iu )=  Suitable for river only, not for towing.

14

=y

Dah Hwa (Great China Corporation}

Lighters Cigacitz ok
Dot B @ mpmes
’ 299, tons

Tugs

_iL_ Hwan Ho ) about 350 H.P. guitable for prooceding to

2
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-3 -
Lien Mao
. | 4
Lighters Oagzgi N 500;
s8] 500 )
% g;%g %gg 350 350 Suitable for
1 Kiang Cheng 300 300)) Taku Bar.
1 Kiang Ping 300 300
1 Hsin Mao 150 150 - For River work only.
5 1600 tons
Tugs
i Suitable for towing one lighter
%igﬁ %&gg - 250 H.P. at a time,
Kwong Yi
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DEVELOFMENT OF FERTILIZER PRODUCTION

I. INTRODUCTION AND SUMMARY

The healthy development of the Chinese economy and raising of the
living standard of the Chinese people depend in large part upon an expansion
of agricultural production. As a result of very intensive cultivation of
China's arsble land over centuries there has been serious soil depletion in
meny areas, accelerated during the war. The natural fertilizers tradition-
-ally used to restore the fertility of the fields have been insufficient in
quantity, and it is necessary to supplement them, Extensive experiments with
chemical fertilizers indiocate that their use would substantially increase the
yields of the most importent Chinese crops; one ton of fertilizer will increase
yields of rice, wheat, cotton, or other products by as much as three tons,

Chinese imports of chemiocal fertilizers expanded steadily before the
war, reaching a peak of nearly 168,000 tons in 1937; in a i 1
tons were used in Memehurla under Japanese control, and over 300,000 tons in
Formosa, If the War had not imterrupted it is probable that the expansion of
fertilizer imports would have continued. The use of chemical fertilizers in
Chine, however, is still substentlally below that of other major countries,
To obtain maximum benefits it has been calculated that nearly 11,000,000 tons
should be used annually.

China's present production of fortilizers is very small == only
sbout 85,000 tons annually. Because of the world shortage of fertilizers,
also, 1t is diffiloult to increase imports substantially. A considerable ex=-
pansion of the Chinese capaclty can be effected, however, at relatively small
cost, and will result in very substential benefit to Chinese agricultural pro-
duction., The Nabtional Resources Commission of China has developed a project
for production of fertilizers at the rate of ebout 630,000 tons per year ==
comprising 426,000 tons of ammonium sulphate, 34,000 tons of ammonium nitrate,
and 170,000 tons of superphosphate, The details of this project are summarized
in the following pages. A oredit of $50 million is required for the purchase
of necessary equipment, supplies and services in the United States,

The estimates of the National Resources Comission are based on the
cost of new equipment. When it appeared that part of the necessary equipment
might be obtainable from United States war surplus, National Resources Comnmission
engineers developed an alternative plan for producing substantially similar
smounts of fertiliger using the facilities avallable in certain ordnance plants
in the United States, which would have required only about §32 million credit.

The Chinese Supply Commission, on behalf of the Government of China,
has already bid on certain of these surplus facilities, and is exploring the
possibility of obtaining others, It is probable, however, that many items
essential to the NRC plan will not be declared surplus and will have to be
purchased from new production. Thus approval of the full $50 million credit
is requesteds It is the Chinese Government's intention, however, to obtain as
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‘much s possible through surplus channels, in order to reduce the cost of
the project and to save as much time as possible in the procurement of the
equipment. -

The estimated profits from the sale of fertilizers in China will
easily suffice to carry these sredits and amortize them over & period. ef
15 years. China's forelgn exchange balance will also be dided to a vgry
substantial extenmt by the increase of agricultural production and the“con~
‘sequent reduction 6f food imports into Ohina. The value of the increase of
crop ylelds to be expected from, proper use of the 630,000 tons of fertilizer

produced by these plants is conservatively estimated at nearly $800 pil}ion
per yeare o (

II., NEED FOR FERTILIZERS IN CHINA

China is basically an agricultural country — over 80% of the
population are farmers =— and any healthy economic development or permanent
rise in the Chinese standard of living must depend in substantial part upoa
inereased agricultural production. China's arable land is generally culti-
vated very intensively, producing two or three crops & year in many arease
This has resulted in a considerabls depletion of solil fertility over the
years — a process which has been accelerated during the past decade of
Wwar == S0 that the feeding of the Chinese population may present a growing
_PrObMG

, ) Even in the normal years before the war large quantities of food
had to be imported. Statistics in the Sun-Pao Yearbook of 1934 show annual
average imports of 16,000,000 piculs of rice, 11,000,000 piculs of wheat,
and 5,000,000 piculs of wheat flour for the period from 1923 to 193k. Since
the defeat of Japan it has been necessary to supplement domestic food pro-
duction with UNRRA shipments and foreign purchases by the government.

) Experience has demonstrated, however, that increased use of ferti=
lizers will greatly increase the output of food and other agricultural pro-
ductss In the past manure has been the major source of plant mutrients in
China, but it has not been available in sufficient quantity. It must be

“supplemented by chemical fertilizers.

Tho fifst recommendation of the recent Hutchison Agricwltural
Mission is "that increased emphasis be placed on the construction of chemical
fertilizer plants;® and their Report goes on to states

"4 gubstantial increase in the use of sultable fertilizers
would add a great deal to the national prodaction of agricultural cropse
Careful field tests, conducted by the National Agricultural Research Bureau,
have shown that the use of fertilizers, particularly nitrogen, usually gives
significant increases in ylelds. FPhosphorous fertilizers are needed in &
few mumbers of cases, and potash still less frequently. The Japanese fourd,
both in Japan and in Taiwan, that it is profitable to use, substantial appli-
cations of chemical fertilizers in addition to the usual forms of manure.
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comuonly wsed in China today. Besides incveasing ylelds, fertilizers fre-
quintl'y increase the mineral content of crops, thus improving thelr nutrient
value .

) The mest prowising source of additlonal supplies of fertilizer
appears to be chemical fertilizers., While an improper use of such fertilizers
may not increase yields, when used properly they give excellent results.”

_ "Chemical fertilizers will not be used widely in China until
they are offered to farmers at a price which makes their use profitable. They
were not 5o offered in many perts of China before the war. It would appear
more likely to occur in the future if a large part of the needed supply is
mamafactured within China,

Wihe element of plant food most in demand is nitrogen. For
rice, ammordum sulfate is the nitrogen-bearing fertilizer in common use .in
most countries. Tests have shown that ammcrium nitrate loses a part of its
effectiveness when applied to riece paddies; but it is a good fertilizer for
upland crops like wheat or cobton.

"The current demand for ritrogen fertilizers in all parts of
China, including Taiwan, is somewhere around 1j00,000 metric tons a year, tut
officials of the National Agricultural Research Bureau-believe that the
‘demand is likely to‘increase rapidly. Taiwan alone consumed in 1938 nearly
300,000 metric tons of nitrogen fertillzers, the average application being
about %0 kilograms of nitrogen (equivalent %o 250 kilograms of ammonium
sulfate) per hectara, Although this Mission has not attempted to estimate
carefully the probable demand for fartilizers it seems reasonable to believe
on the basis ‘of information at hand, that the demand in all of China could
ghortly become several times greater than at present, provided fertilizers
are offered at reasonable prices and an effective agricultural extension pro-
gram is undertaken to teach farmers the value of their use."

Imports of chemical fertilizers began some years before the war, a8
shown in Table I.
| TABIEY
I’grtilii@'r Imports Into-China, 1.928<1937
~ - (in metric tons)

Fertilizer Phosphate _

Yoar . Armondam Sulphate and Others Total
1928 106,279 e 106,279
1929 100,91l 48,603 19,517
1930 193,361 40,361 233,722
1931 110,136 31;,399 ¥7h,835
1932 113,521 3,303 116,824
1933 o 101,27L f o885 106,156
1934 19,98 3,885 ' 53,833
1935 68,633 2,876 71,509
1936 122,796 2,716 125,512
1937 153,134 i 187 167,621
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occupation of Manchuria a subseguent exclusion of Manchurisn imports
frqﬁ?ﬁﬁﬁ‘ﬁhtﬁEgé ustoms records, By 1937, however, imports of fertilizers
forcmm had increased to nearly 168,000 metric tons,
and it is probable that but for the outbreak of war fertiliZervonsumption in
China would have continued on this upward trend. In addition to the imports
shown in this table the consumption of fertilizer in Manchuria amounted to
about 100,000 tons per year, and in Formosa over 300,000 tons, which must now
be included in the Chinese requirements,

Effect of Chemical Fertilizers on Chinese Production

The reaction of Chinese soils to chemical fertilizers is very favore
able, Mr, N, F, Chang, Head of the Soils and Fertilizers Department of the’
National Agricultural Research Bureau, gives the results of 271 experiments,
conducted at 85 localities in 1l provinces, from 1935 to 1940. The increase in
acreage ylelds of rice, wheat, cotton and rape seed achieved by applying chemi-
cal fertilizers are shown in Table II below, 65% of the 85 localities showed an
increase in economie returns from rice production by the use of nitrogenous
fertilizers. (Table III on page 5)s In studles of soll deficiencies it was
shown that nearly all the rice-producing areas suffered from a nitrogen deficiemcy
and that a similar deficiency in phosphates existed in a substantial proportion
of these localities. The deficilencies were less serious in areas devoted to
other crops but were nevertheless of considerable importance (Table IV.).

The average increase in production obtained by using proper chemical
fertilizers is summarized in Table V. A4ccording to Dr. J. L. Buck's survey of
16,33k farms located in 150 hsiens and 22 provinees in China, for the years
1929 to 1933, the average yield of rice was 2,310 pounds per acre and that of
wheat 980 pounds per acre. These figures correspond generally with those given
in the International Agricultural Yearbook for 1933 and 193L, which show 2,666
pounds of rice and 1,003 pounds of wheat per acre, Based on Ur, Buck's figurcs
an inerease of 31% in rice production would raise the average yield for China
t0 3,030 pounds per acre, and an increase of 23% for wheat production would
raise the yield to 1,200 pounds per acre. These expectations are by no means
unreasonable, as can ba seen by comparing them with the average acreage yields
for thess two crops in other countries shown in Tabls VI,

TABLE II

Increase of Acreagethéids from Applying Chemical Fertilizers

Increase in pauhds in acreage yields achieved by using
Ammonium sulphate at  Superphosphate at Potash sulphate at

Crops rate of 26l 1lb./acre rate of 290 lb./acre rate of 106 lb./acre
Rice 753 53) o L00
Wheat 726 321 =
Gotton 265 140 118
Rapeseed 334 398 164

b

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0



Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0

TABLE IIL

T AR FEEMN R

Tnereased Economic Feturns Gained by Using
Chemical Fertilizers at Various Localities

Percentage of Localities Showing Tnerease in Economic Returns Fram

Nitrogenous Phosphatic .. Potash

Crops Tertilizer Fextilizer .F....,.Gri.__tili__..zer
Rice 69 32 N
Wheat 2l 16 -
Cotton L5 16 26
Rapeseed 39 39 by

TABLE IV

A T R AT TS

Daficiencies of Plant Nubrients in
Chinese colis
Pereentage of Localities Showing Defleiencles in Plant Nutrients

Crops Nitrogen Phosphate Potash
Rice 96 15 T8
Wheat T4 : 31 9
Cotton L2 29 2L
Rapeseed S a5 16

TABLE V

R e T

Kverage Ineresse in Faym Production by
Using Proper Ghemical Fertilizers

Crops - | Average Increase of Production
‘Rice - s
Wheat ‘ 23%
Cotton 26%
Rapeseed 8%

TADLE, Vi

CARTRIRI A TEIIII

Average Acreage Yield of Rice and Wheat
_ in Various Countries:

Country Rige Wheat

Ttaly LOTO lbsfacre 1253 1bs./acre
Japan 3212 157

Thdia 1267 : 651,

Oresat Britain o 1901

YoBeBoRo 187 616

U 03 OA o 2 1.12 8'})4.

Germany e 183
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Kocording to Mr. N
in China by the percentages fad ¥y
ammonium sulphate, 3,000, . 108D , an )
potash meim Japanese records show a consumption

F, Chang

s to lncrease total erop production

org of

of fertillzers in Formoss of 350,000 tens anmally. Thus total Chirese
fertiliver requirements amount to & littls lees than 11,000,000 tons per

Jeil's

This level of fertilizer comsumpiion cannot, of eourse, be achleved
in the immediate future. The demand for fertilizers ls scubs throughout the
world and there is a ourrent shortage of productlon capaolty which will pre-
sumably continus for some time fo comc. Fertilizers are stlll under allocé-
tion, Total production in the United States, the principel producer of
" shemieal fortilizers, emounted in 19L6 Lo somethlng over 12.5 million tons,
principelly (so far as nitrogenous fertilicers are ooncerned) smmonium nitrats,
which 1s wnsuiteble for use in Chinese rice fields. The UNRRA programn for
Chdne oalled for shipmsnt of 316,L50 tons of fertilizers in the year 19L6-LT3
becauss of the shortage, only 70,000 tons have been delivered.

_ China canniot hops, therefore, to increase its orts of fertiliser
very subgtantially in the mear future. Moreover, the overldnd and ocean
freight and handling charges for imported fertilizer greatly increase its
cost to the Chinese farmer. The ourrent price of imported ammonium sulphate
in Shanghal is CNC$10,000,000 per ton (United Credit Information Buresu, June Z,
1047 oquivelent to U833 at the official rate of exchange, Obvicusly such s
price is far beyond the means of the ordinsry farmer, It iz much more economical
and practical, therefore, to egtablish plants for fertiliger production in China

gs rvecommendsd in the Hutshison Mission Report, quoted aboves

Existing capacity for fertlilizer produciion in Ohing is very small.
Jepanese bombing completoly destroyed the Canton Fartiliser Works, including
a newly finished ammonium sulphate plant. The Yungli Chemicgl Company's capa-
city has dropped to about one~half its former lsvel &8 & result of destruction
and misuse during the Japanese occupation. Farta of the equipment from the
Chinsi Refinsry, which could have been converted to & fartilizer plant, were
removed by the Soviet forces and additional equipnent has been destroyed by
the Commurdsts. At present thers is a single plint of the Yungii Chemical
Comparys producing about 70 tons of ammonium sulpinate per days it is hoped to
expand this capeeity within the next two years tc avout 220 tons per day. There
gre also three plants in Formosa producing 200 tens of oyanamide and superphos—
phate fertilizers. The total production of the entire country at present is
thus only about 85,000 tons per years

TIT. PLANS FOR INCREASING CHINESE FERTILIZER PRODU CTION
The Neticnal Resouréea Commission has plans 'drawn, sitag selected,

& skelston organization established, and kKey personnel trained for the con-
atruction and operation of new plants for producing ammonium sulphate,
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ammonium nitrate and superphosphate. These plants will be located at
Canton and at two locations in Taiwan respectively. A brisf description
of the plant sites is attached as Appendix A. Their estimated cost 1s as
follows: ‘

Canton ammonium sulphate plant US$28,000,000 plus CNC§2L0,000,000,000

Taiwan ammonium sulphate plant
Shinchu on the Northwest Coast

of Formosa 05$1.7,000,000 plus CNC$120,000,000,000

Taiwan superphosphate plant S .
Kao-shiung (Takao) Usé 5,000,000 plus CNC$ LO,000,000,000
| Total US$50,000,000 plus CNCHLO0,000,000,000

These locationé were chosen for the following reasons (8es also Appendix B):

le They provide easy access to raw materials, All three
are oh the seacoast near adequate port facilities.
Coal and coke can be brought either from North China,
or in the case of Canton, from minss located near the
Canton-Hankow Railroad., FPyrites deposits at Yingteh
125 kilometers north of Canton on the railway, and at
Kingkwasheh (Kinkaseki) and Suaifan in Formosa will
supply most of the requirements for sulphur. Sulphur
is also produced at the rats of about 30,000 tons per
year at Taitunsan in Formosa, and the production can
be expanded.

2, Upon completion of the planned rehabilitation of power
facilities in the Canton area and in Taiwan, adequate
cheap power will be avallable for the.fertilizer projects.

3. All three locations are ideally situated in relation to
markets and especially to the areas in which fertilizers
are most required. Taiwan's sugar production requires
large quantities of fertilizer, Canton has traditionally
been the distribution center in China proper for ammonium
sulphate and the need for fertilizers is especially great
in the rice-producing areas of South China whieh will be
served by the Canton plant.

Table VII on Page B presents a comprehensive summary of the three
projects, including their capital cost, the volums of production, the esti-
mated production cost and estimated ammual profit for the three plantse
A breakdown of the estimated US dollar cost for the Canton ammonium sulphate
plant is shown in Table VIII on Page 95 that for the Taiwan ammonium sulphate
plant is shown in Table IX on Page 10; and that for the Taiwan superphosphate
plant in Table X on Page 1l, .

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0
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Location

Total Investment
Ye S, Ourrency
Chinese Currency

Us Se Loan Requested

Production, yearly
Ammonium Sulphate, tons
Ammonivm Mitrate, tons
Syperphosphate, tons

Total, bons

Cost of Production, Bstimsbed
Ammorium Sulphate, per ton
Ammoniws Fitrate, per ton

Superphosphate, per ton

Tetel Ammual Seles, Bstimeted
Ammonium Sulphate € $60/ton
Ammordum Witrete ©$00/ton
Superphosphate @ $30/ton

Totsl Anmal Sales

. Betimated ’
Total &rmual Production Cost

Total Amnual Profit
Bstimeted T.S.$

»
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Teble VII

>

SUMMARY OF FERTILIZER PROJECTS

(With New Bquipmemnt)

Canton Anmonium
Sulphate Plant

Caxrbon

$28,000,000

cNca;0,000,000,000
§28,000,000

261,800
17,000

278,800

$:3.99
$76.75

s

15,708,000
7,700,000

e

$17.408,000
12,821,332

$ 1,586,668

Taiwan Ammorium
Sulphate Plant

Shinchu, Tajwan

$17,000,000
CRC120, 000,000,000

$17,000,000

16,900
17,000

esoes

181,900

2. 21
$7h.13

$ 9,989,000
1,706,000

eocmem

$11,594,000
8,200,639

$ 3,373,%1

Taiwan Super=
phosphate Plant

Kao-Shiwng, Taiwan

$5.,000,000
€NC)6, 000,000,000

$5,000,000

—aves
L i

176,000
17¢,000

#2105

]

T

$5,100,000

$5.100,000
088

$1,031,500
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Tetal

$50,000,900
C¥Clyn0, 000,000,000

$50,000,000
126,700

3
176,000
630,700
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Table VIII
CANTON AMMONIUM SULPHATE PLANT

CAPITAT, REQUIREMENT IN U.S. CURRENCY

Uo 8o §

Buildings, Structures and Overhead Cranes 1,817,000

: Processing Equipment 16,781,000
: Ammonia (225 tons per day) 10,636,000
R Sulphurié Acid (600 tons per day) 3,764,000
) Ammonium Sulphate(770 tons per day) 1,084,000
Nitric Acid (80 tons per day) 750,000
Avmoniwm Nitrate (100 tons per day} 550,000

Mining Bquipment for Pyrites 210,000

Process Steam & Emergency Power Plant 880,000

Water Supply Equipment (11,500,000 gal. per day) 413,000

Bepair Shop Equipment | 537,000

Power Plant (25,000 KVA) 2,750,000

Yard & Miscellaneous Fscilities 1,039,000

Imﬁor'bed Spare Parts & Supplies 192,000

, Freight Charges & Insurance 2,450,000

Foreign Advisers for Engineering & Design 930,000

Total UaSogzago()ngo
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Table IX
TATWAN AMMONIUM SULPHATE PLANT

GAPTTAL REQUIREMENT IN U.S, CURRENCY

U. 5. $
Buildings, Siructures and Overhead Cranes 1,307,060
Processing Equipment 11,865,000
fSmmonda (150 tens per day) 75260,000
Sulphuric acid (LOO tons per day) 2,500,000
Apmoniumn Sulphate(l90 tons per day) 805,000
Nitric Acid (80 tons per day) 750,000
Ammonium Nitrate (100 tons per day) 550,000
Process Steam & Emergency Power Plant 390,000
Water Supply Equipment (5 ,760,000 gal. per day) 136,000
Repair Shop Equipment | 310,000
Yard & Miscellaneous Facilitles 780,000
Imporfad Spare Parts and Supplies 137,000
Freight Charges and Insurance 1,575,000
Foreign Advisers for Engineering & Design 500,000
o U.S.$17,000,000

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0 10
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Table X

GAPITAL. BEQUM&ENTS IN U. 8, CURRENCY

TAIM (KanShiung) SUPERPHOSPMTE PLANT
(Capacitr 170,000 tons per year)

Building
Equipment Structurses Total
Us 8. & Us 8. $ U, 8. §
Superphosphate Plant, 500 tons/day | 1,385,000
Materisl Handling 3005000 555500
Orushing & Grinding 106,000 58,000
Proportioning 80,000 N
Mixing & Cutting 185,000 63,000
Fluorine Recovery 25,000 7,000
" Storage - 10,000 420,000
-Ammoniation , 8,000 —
ngging 36,000 31,500
Sulphuric Acid Plant, 200 tons/day _ 1,148,000
Contact Plant with Sulphur 850,000 - 60,000
Burners
Material Handling for Pyrites 50,000 J—
Crushing & Grinding 1L,000 10,000
Herreshoff Purnaces 316,000 80,000
Cottrell Precipitators 60,000 8,000
Services and Facilities 1,567,000
Water Supply 216,000 33,200
Substation & Powsr System 3140 000 2,900
Railway 312,000 o
Locamotives & Cars 156,000 P
Moblle Equipments 120,000 s
Warehouses 6,000 9,000
Laboratory _ 16,000 ,,hOO
Repair Shop 120 000 65 ,OOO
Office 6h,ooo 22,500
Pence, Gateg, etc, e 22,000
Contingencies _50,000 | e
Total $3,440,000 $960,000
Ocean Freight & Insurance - 350,000
Engineering Fees’ : 250,000
Grend Total : $5,000,000

11
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o The NRC alternative plans for use of American war surplus equip=-
ment, in the event it became avallable, are shown in Table XI on Page 13,
#hile some of this equipment can probably be obtained from surplus, the
most important units listed - the ammonium producing facilities at the Ohio
River and Oactus Ordnance Works -- are being retained by the War Department.
It is uncertain, therefore, hew much surplus material can be obtained; thus
NEC plans at this stage are based upon the expectation of purchasing all
needed equipment from new production. However, the Chinese Bupply Commission
has already bid on the sulphuric aeid facilities and expecis to satisfy part
‘of the requirements thereby.

‘The possibility of obtaining other equipment
from this source is under active {nvestigation, and surplus facilities will be
used to the fullest extent possible in order to reduce the cost of the project
and the time required for delivery of equipmente

IV, FINANCIAL JUSTIFICATION OF THE FERTILIZER PROJECT

Ahticipatéd profits

The ecapacities of the three fertilizer plants as projected by
NRC are shown in Table XII on Page lhe Substitution of some surplus equip-
ment may alter these quantities slightly but the difference will not be
material.

The estimated production cost for ammonium sulphate, dmmonium nitrate
and superphosphate from these plants is worked out in detail in Appendix C.
On the basis of this estimate the cost of producing ammonium sulphate will be
$13.99 per ton; that for ammonium nitrate $76,75 per ton; and that for triple
superphosphate $214.05 per ton, The comparable costs for importing these ferti-
lizers ave $76060, $102.60 and $62.60 respectively. If it is possible to obtain
a substantial part of the necessary equipment from war gurplus facilities, the
Chinese production costs will be reduced scmewhat, as a result of lower amortiza-—
tion and interest charges.

_ Assuming selling costs of $60 per ton for ammonium sulphate, $100 for
ammonium nitrate, and ¥#30 for superphosphate, the total annual profit from these
operations will be §8,971,529.

Because of the long period required to camplete delivery of the neces-—
sary equipment and erection of the plants in China, capacity operation probably
gannot be attained before the fourth year following approval of the projects
It is proposed, therefors, that although interest charges should be paid annually
from the start, repayment of the principal should begin only with the sixth year,
and the entire loan should be liquidated by the end of fifteen years. -Assuming
an interest rate of not more than 3% per snnum, maximum payment on the loan in
any one year would be $6,900,000, which would leave an ample margin for reserves

and contingencies.

Contribution to the Chinese Economy

'he figures quoted earlier on the average increase in yleld resulting
Prom the use of chemical fertilizers indicates that 630,000 tons of fertllizers,
if properly used, might increase crop yields by as much as $800 million a yeare
This conclusion is based on the following calculationt (continued on page 15).
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Location

Surpius Equipment

Produetion, yearly
Ammonium Sulphate, tons
Ammonivm Hitrats, tons
Superphosphats, Sons

Total, tons
Procurement Cost, Estimated

Cést of Supplemsubtary
Bquipment, dismantling,
shipping, etco

U, S. Loan Required
Capital Investment
U,5, Currency
Chinese Currency

Tatel Mwmuel Profit #
{Batimated)

* Cost of productio

]
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Table XI

SUMMARY OF FERTILIZER PROJECT
EUsing—iar—_s:arplu;:ﬁﬁgnaﬂt)

Canton Ammonivm Paiwan Smmonium Toiwan Supere »
Salphate Flant Sulpbate Plent phosphate Plant Total
Canton Shinchu, Taiwen Kao=Shiung, Taiwan
Ohio River, Badger, Cactus, Keystone, West Plancor 2100 and Sure
FKentucky Ord. Works Virginia Ord. Works pius Sulphuric Aeid
Plant
233,900 157,000 en 390,000
L, 000 26,000 men 70,200
= omcnc 170,000 172,200
277,000 183,000 170,000 630,000
T.S.8$2,200,000 TU.8.§ 2,080,000 U.S.$3 420,000 U.S.$ 4,706,000
U.5.812,250,000 U.5.811,066,000 T7.5.8 3,020,000 U.5.827,230,000
$11;,450,00C $13,140,000 § L,3ho,000 $31,930,000
$1k, 450,000 $13,140,200 $ L,%.0,000- $71,930,000
CHCHL0, 500,000,300 CNC126,0060,200,200 CNL0, 000,000,000  CNCL00,200, 000,008
T.8.8 4,500,000 T.8.$ 3,100,000 T.8.% 1,900,000 T.8.8 8,706,000

v will be somewhat Iower tham those given in Table VIl 2
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Table XII

CAPACITY OF THE FERTILIZER PROJECT WITH ENTIRELY NEW EQUIPMENT

hstaggbon 8per2. g;:zity Im’staliﬁm é;“?ﬁ 3 Huﬁ:my )
Capacity Capacity Production
Tons/day Tons/day Toms/year Tens/dey Tens/day Tons/year Tons
Ja——y 225 225 150 i1 |
Sulphuric Acid 600 590 Loo 276
Ammenianm Suiphate 776 770 263,800 Loe L8s 18,900 26,700
Witric Acid 80 Lo 8c Lo
Emoniwm Fitrate 100 50 17,000 100 56 17,000 34,000
Potal 278,800 182,906 Leo, 760

Taiwan Superphosphate Fiant

Superphosphate 560 500 174,000 170,000
Sulphurie Acid . 260 167

Hotes 1, 411 guantities in metric tens,

2, Ome year is assumed to be 30 cperating dsys.

%, The differsncs between imsteiled capacity amé opersbting capacity is designed
to previde flexibility of productiom to meet market demands for two kinds of
nitrogen fertilizers and to adjust the productien to the supply of sulphur or
pyrites,
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The experiments summarized in Table II, page Sy indicate that the
proper use of one pound of fertilizer will increase rice production by about
three pounds. At the current price of CNC$L00,000 per picul (i.e. CNC$6,000,000
per ton), the application of each ton of fertilizer would result in increased
rice yields of CNC$18,000,000. L50,000 tons would increase yields by
CNC$8,100,000,000,000, or US$H675,000,000 at the current rate of exchange.

Similarly, the proper application of one ton of superphosphate in-
creased rice yields by about two tons; thus 170,000 tons of superphosphate per
year will increase rice production by 310,000 tons. This quantity will have a
value of CNC$1,LL0,000,000,000 or US§120,000,000. - This increase in production
will have an immediate effect on China's foreign exchange balance, either by
permitting a reduction in food imports or making available additional food
products for export.

Attached as Appendix D are letters fram Drs, C. B. Hutchison and
Raymond T. Moyer, Chief and Deputy Chief, respectivcly, of the U, 8, Agricultural
Mission to China, and from Dr. F. W, Parker of the U. 5. Department of Agriculture,
endorsing the project for expansion of fertilizer production in China.
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Aggendix A
P&t Site

Canton Amonium Sulfate Plant

Landw To be p'urchasedo
Facilities: Wharf for L,000-ton freighter, two railroads,
railway siding, and highway. See map in Fig. 1.

Taiwan Ammoniwm Sulfate Plant

Lands 500 acres with improvements.
Buildings: Offices, laboratories, hospital, dormitories,
o attes
Warehouses.
Facilitiess
Water works: 800,000 gal./day
Natursl gas: 3, ooo 000 cuo ft./day, 18 miles away.
Steam plants 10@ 000 1bs./hour
‘Railway and s:.dingo
Highway and waterwayss
See map in Figure 2,

Taiwan Superphosphate Plant

Lands To be purchased. o ,
Facilities: BRailway, ocean transportation and waterways,
highway, and old 90-ton superphosphate plant nearby.

‘.
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Raw Materials, Transportation and Power

Canton Ammonium Sulfate Plant

4.
Be
Co

Colte and coal from Shehping, 170 miles from works by
all, er from North China by cosstal freighters.
Pyrites £ibom Yingteh mines, 100 miles from works by
rail; or 120 miles by inland waterways.
Power to be generated in the works. )

Taiwan Ammonium Sulfate Plant

Ao

Be
Co

Ds

Natural gas, now only 3,000,000 cu. £to per day,
furnished by the wells in Chinshwei, Taiwan,
19 miles from the works.

Coke and coal, furnished by Chutung mines, 20 miles
from the works. '

Pyrites shipped from Mshanshan mines near Nanking, or
from Kingkwasheh mines, 70 miles from works by rail.

Power, at $0.003 per K.W.H., furnished from large
network of Taiwan Power Company

Taiwan Superphosphate Plant

Ao
B.
Ce

De

Coal from Keelung mines, 280 miles by coastal freighter,
or 220 mlles by rail from works.

Phosphate rock, from Haichow 900 miles from works by
coagtal freighter.

Pyrite from Kingkwasheh, 280 miles by coastal freighter,
or 220 miles by rail from the works.

Power from Taiwan Power Co.'s network at $0.,003 per K.W.He
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Amendix c
I, CANTON AMMONIUM SULFATE PLANT

Estimated Production Cost

l. Estimated Factory Cost of NHq
(225 tons of N‘I-I3 per 2l hours, 340 days per year)

Unit Cost Cost per Ton
Uo 'So $ ‘Uo So- $
Raw Material | ‘
o1 tons coal per ton of NH3 ‘ L
for steam, etco : @ 10,00 . 11,00
1,7 tons coke/ton @ 15,00 25,50
Labor 312 man-days/day ‘@ 3,00 416
Power 1,800 K.W.H./ton @ 0,006 10,80
Depreciation and maintenance | 22,20

Total Cost of NHB per Ton

2, Estimated Factory Cost of sto._
(590 tons per 24 hours, 340 days per year)

#73 066

Unit Cost Cost per Ton

Uo Se- $ ,Uo So 3

Raw Material , | '
Pyrites 0,825 ton/ton @ 12,50 10,31
Labor 69 man-days/day @ 3,00 0,35
Powsr 7O K.W.H./ton @ 0.006 0.L2
Bepreciatibn and maintenance 2,96

Total Cost of Hzéioh per ton

$1L.04
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3. Total Cost of ('NHh)zsou (770 tons per 24 hours, 340 days per year)

‘Unit Cost Cost per Ton
U, S¢ & Us S0 §.
| Raw Material ‘
0.26 tons of I’»IH?’(/)'bon : @ T3.66 159,15
0.76 tons of H,S h/'bon @ 14,0k 10.68
Lebor 66 man-days/day @ 3,00 0.33
Power 15 K.W.H./ton @ 0.,006" " 0,09
Depreciation and maintenance | 0,89
Overhead 3600
Taxes and Insurance 1,50
‘Interest on U, S, Loan, Chinese Capital
Expenditures and Operating Fund 6039
Packaging | @ 2,00 2,00

Total Cost per Ton of (NHh)ZSOLL

$43.99

lio Estimated Total Cost of NHENOB (50 tons per day, 34O deys per year)

Unit Cost Cost per Ton
Us S $ U, 8, 3.
Raw Material . .
-Qelip tons of NHB/ton @ 73,66 33,88
labor 56 man-days/day @ 3,00 3636
Power L95 K.W.H./ton - @ 0,006 2,97
Depreciation and maintenance 21.87
Overhead 5000
Taxes and Insurance 2650
Interest on Us S¢ Loan, Chinese Capital ,
Expenditure and Operating Fund 5017
Packaging | L2000
Total Cost per Ton of NH)NOy $76.75
e
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Vg

Appendix. ¢ ~ Continued

Annual Profit

Froﬁz (NHMJZSOM 261,800 tons 7
Selling Price @ U.S.% 60,00
Total Cost @ UoSe$ 13099

From NH)NO4, 17,000 tons
Selling Price @ U,S,$100,00

Total Cost @ UoS.$ 7675

Total Annual Profit
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15,708 ,000,00
11,516,582,00

1, 700,000,00

1,30L,750,00

VoSoBliy 191,118,400

U.8.4 395,250,00

U.5.$11,586,,668.00
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UNITED STATES DEPARTMENT OF AGRIGUEIURE

Office of-Foreign Agricuitural Rélations
Washington 25, D, C.

June 6, 1947

Mre Shou=Chin Wang

Chairman, Chinese Supply Commission
2311 Massachusetts Ave,, N, Wo
Washington, D. .Co

Dear Mr. Wang:

This is in reply to your letter of April 26 in which you tell of plans
to acquire certain United States plants for the manufacture of chemical
fertilizers in China. You raise the question of an endorsement of this
‘project as & start in carrying out one of the recommendations of the
China~United States Agricultural Mission, on which I served.

Not feeling qualified to speak with regard to its manufacturing aspects,
. T forwarded a statement of the proposed plan to Dr, Frank W. Parker,
Assistant Chief of the Bureau of Plant Industry, Soils and Agricultural
- Engineering of this Department, in Charge of Soils. Enclosed for your
reference is a copy of a memorandum which he wrote after a review of
your plan.

Enclosed, also, is a letter on this subject received from Dean C. B.
Hutchison, Dean of the Collegs of Agriculture and Vice~Pregsident of the
University of California, and Head of the American Section of the Agri-
cultural Mission., As you will see in reading their statements, both of
these men comment favorably on ths proposals

As seen from my former experience in China and the studies made recently
in connection with the Agricultural Mission, I would be glad to associ-
ate myself with the statement of Dean Hutchison. The evidence, I believe,
is clear that the fertilizers which it is proposed be manufactured could
readily be absorbed in China and used to the farmers! advantage. Of

the steps that ought to be taken to improve the agriculture of China 1

am convinced that the manufacture of nitrogenous and phosphate fertilizers
ag you plan, should be given an important place and high priority.

Sincerely yours,
(Signed)

Raymond T. Moyer
Head, Far East Division

21
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OFFICE MEMORANDUM a6k 306 UNITED STATES GOVERNMENT

: Td:
From:

Bubject:

7

. S Date May 13, 1947
Raymond Te Moyer, Office of Foreign Agricultural Relations
F, W, Parker, Assistant Chief of Bureau, In Charge of Soils

Chinese Government Purchase of Us B, Planfs’for the Haﬁufacture
of fertilizers

This is in reference to your memorandum of May 7 transmitting

eopy of statement by the Chinese authorities on "Fertilizer

Plants for China which we have reviewed rather carefully.

Tn view of the well-known need for greatly expanded use of ferti-
1izers in China, the proposed plan for incréasing the indigenous
production of plant food in the form of cormercial fertilizer
geems Lo us to be entirely reasonable., Also, the proposed geo—
graphical distribution of the additional facilities seems logical.

It is suggested that it would be desirable to éxplore carefully
the possibility of producing urea. at those plants where ‘the )
hydrogen for ammonia synthesis will be made with the use of coal
or ooke. At such plants the carbon dioxide required for urea
mamifacture would be available as a by-product. Production of
urea would afford a material having double the nitrogen content
of smmonium swlfate and would eliminate the meed for silfuric
acid, It is our understanding that China is not well supplied
with raw material sources of sulfur for sulfuric acid manmfacture.

Attachnent
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TNIVERSITY OF CALIFORNIA
College of Agriculture
Agricultural Experiment Station

Office of the Dean & Director
Berkely lL; California

May 27, 1947
Dear Doctor Moyer:

- You have asked my opinion, as Head of the United States
Section of the China = United States Agricultural Mission which
studied agricultural conditions in China last swmer, of the proposed
plan of the Chinese Government for the purchase of equipment to manu-
facture fertilizers in China.

‘Although the Mission made no effort to investigate the teche
nical detaills of the manufacture of fertilizers in China, it did con~
clude that through a judicious use of fertilizers it would be possible
to increase substantially the yields of food crops in that country.

As to the merits of the particular proposal, I am not cuampetent to
speak., I rote, however, that Dr. Frank W, Parker and his group at
Beltsville, in whose judgment I have full confidence, have examined the
plan and report that in their judgment it appears to be entirely reason-
ables

I am glad to hear that steps are being taken by the Chinese
Govermment to increase the production of fertilizers in China. I kope
they will succeed for I know of no more effective means of immediately
increasing food production, there. Chinese farmers have %o rely oo
much on night soil with its attendant hazard to human health and upon
the rather wasteful use of oil-seed cake of various kinds Jor the
maintenance of the fertility of their soils. If more chemical fertil-
igers were available and at reasonable cost, more oil cake could be
used for fesding animals, whose products - milk, eggs and meat - would
greatly improve the diet and health of the people.

I am sure it would not be feasible for China to undertake %o
import the fertilizers she needs. In the first place, they are not
available in the quantities she needs, and in the second place, the
costs would be prohibitive to Chinese farmers. ©She needs to develop a
sound plan for manufacturing them in China and at the lowest possible
cost consistent with sound financing, in order that they may be sold
to the Chinese farmer at a price that will yield him the greatest net
returnss

Anything the United States can do to assist China in develop-
ing & sound program for the menufacture of fertilizers will not only
be helpful to China but in the long run to the advantage of the United

States.

Very sincerely yours,

/s/ Co B. Hutchison

G, B, Hutchison
Dr. Raymond T. Moyer Dean, College of Agriculture
Office of Foreign Agri- Vice~President of the University
c raved forf gase 2003/12/02 : CIA-RDP80-00926A007700530001-0
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Total Area Land

14,008,282

2 a,su,neg - Unoultiveted

Others 33,877,134
Forests '
Land in Crops

Land which esn be developed

somm“ 3,304,857
m 3,11‘,553
Nillet 2,384,860
Vheat {887 Spring) 524,124
roon Ca 424,
Rioe [wt 343, 283
Riee {upland) 41,724
R pomrtonn) S84
f
. {:ann) 16,%?
Busk ¥heat )
Oaty. 180,608
Bariiy 100, 412
Castor Beans 149,374
fasll Seans 128,717
Mung Beans , 588
Othar Beans 84,468
Hemp {(Ranie) 118,787
Sewp (Blus Ropes) 20,9068
) 88,78
i‘:ﬁm v sh 011) 67,446
Tobasce prl ol 28,878
i Bative 18,432
Sugar Deets o8]
Poanuts 9,362
., e
wers
3,343
2, 547
Fruit Orchard 38,794
P0TAL

only 18 to

15, 770,687) 30,660,500 20.67.224

T A Loultursl Officer Estimates Mationall
gffﬁ Caltivated Land in Manchuris

(Data Collected by UNRHA Agriculturel Ofrleer)

{mgust 4,

sts How Tontrol
104%7).
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dstuff produetion in whole Northeest China, in 1945,
Mﬁﬁ nat 118t ecntrolled an® nommcontrellied aresas,

is shown as follows?

Staple aereals inclule kaolis millet: and meize,
Rote: Qgpln:eés include castor, pm:%%s, periile, sesane

snd suntlower o
Others inslude berlsy, oats, buck whest and other

DeRGS, ,
* Fooldsturis.

gure mpared vith the nﬂra?» f f
mign' %x‘;’“‘:& "gt:wyz:;afﬁm entimated nt sbout 205 less,
‘and shortage in volume 1s estimated at 2,5&1@ m,tons in
the tetal and at lim 000 ‘:ég?s in foolstuffs

#) sroduction,
as showst in the foll

s

1lected Dr, Pan, DArsetor, Dept, of
‘Wn n %t Eoomomis Comuission)

’
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ipril 1948 198 1,994 2,030 -

=y 228 2,488 3,080 -
June 208 3,458 - -

ly 243 ‘2,828 - -

Jagast 207 2,808 - 10.78
Septenber ME 5,303 3,809 10.11
Ostober 443 4,300 4,120 9.55
Hovanher 288 4,&13 4,448 10.82
Beceaher 209 5,889 5,047 11.06
Jagusry 1947 e 6,787 5,743 10.94
Tebrusry 208 11,084 11,999 1.0
Msreh(officlal) 932 12,000 12,000 11.00

Abovs siatistiecs relessed ¥y the Research Buresu of
!lumie Commission of the Fortheast Headquariers)

g .00, from Asg 19, 1948 —- 3,800 o
Offietal rate for W8 "o Tob 16, 1947 ——- 12,000 CRC
official waying rate US $1.00 " B e 932 XEQ

Sexpiled wr 2. Tent, 8/2/47

Black Market Averages {spproximstely) Speaial Rates Granted US Govt

Haroh 1947 1048 Mareh 38, 1947 — ;g.”
Hay 18 .“
dorid 1500 Juns :7 2191 .67
Yoy 20 July 8 m;l’
» n 217809
Juna 2450 July 51 .
July 440
A8, Abbots
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BORTEAST SHALE DIL FRODUCTION

July 1947, Fushun,

20 shale ofl retarts opera ing out of tetal 140. ieily
production 75 tons crude sil and 15 tons byeproduet
smaoniun sulphete.

wmummmzemuﬂew;ﬂtm
ean furnish sufficient oil shale,

Listed below sre pra.war figures from "Handbook om Memeturie,
1939“. by 5. ¥4 R, Staff Assee,

1232 1522 1338 1537

Shele trested (=, tems) 1,263,810 1,417,658 2,495,296 2,500,000

Crude oil 71,308 72,108 102,299 145,

Heovy oil 28,57 43,276 67,347 Ty

Crude peraffin 16,606 13,89¢ 23,347 20,000

Ceke 2,606 3,57 5,979 15,007

Sulphate of ewronlvs 13,834 16,4210 23,301 Ll g B0

Casoline (:ileliter) - 942 1,646 22,000
- . .
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Muly 4, 1947
KARCHURTIAN TEXTILE IRIUSTRY per My, 8.0, Tu,
Ohina !i§tils: Industry
no.

Questions and Answers:

1.

3.

4.

5.

8.

7.

P

10.

¥o. of spindles in Govt areas. -
‘95,838-&

_No., of spindles in Ocms creas.

m’. B al

¥o. of spindles in oporition in Govt areas.
120,000 - but at present sompleta steppege Gue shortage
elsotric power.

Estimate of amount of raw cotton used sinoe Oot 1946.
10,000,000 1bs.

Estimete of cotton nesded until Deo.
£7,000,000 1bs.

Expested source of raw cotton until Dee.
It is still possidls to purchass from local farmers.

Ohief problem in sotton rilling in Manchuria.
Electrieity, coal end textile acqessorieu.

locms available and looms in operatlon.
8000 available and 2400 in epu:ation.

Estimate of raw cotton preduotion in Govt areas this supmer
from osotton farms.
30,000,000 lks this sutumn.

Any ocomments on the sotion altuatibn in Menohuris.
The quality of loecal cotton is good enough for spinning
purposes.

Cloth, yern and raw cotton prisces.
Cotton oloth 12 1bs (31® x 40 yds) KEC $45,000 per pe.
Cotton yarn R0's {400 1bs,) NZC $1,015,000 per bale.,
ist olass local raw cctton NEC Qz.éao per kg.

COTTON TRXTILE MILLS IN NORTHREAST
(Netionalist Ares)

Lisoyang
Yingkow
Antung*
Ohinehow
Wafangtien*

*  antung and Wefangtien under Compunist control at present.

Jly 15, 1947 -~ Press reports 50,000 spindles operating in NE.
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loleofengmen Hydro-slectric Plamt - 130,000 & (operating 2 units)

Ihsrme] Flapts
futput July 09, 1947

Fushun 32,000 K8 . we% ¥
Peipisc : 2,000 ‘
{'1}1 be iner,) *
Chinhsi 2,000
Apshaps 2,000 500
{mow use 5000) ’ it
Chinehow 3,000
Penhsix 3,000 77,000
{soon incr,) , '
Fuhsin 2,000 160,000
mamt@}

Arpenel . 2500
Yingkows ’-600

& Anshan 2nd Penbsi hove own thermal power units inmdesendent of Powse Ad=in,, Chimm
Textiles st Yingkow also “wve own nlent,

Br, K. T, Fuo Director NE Power Admin., siated thet by the end of Septemder Yushum
will produce 50,000 K7 as 2 more boilers are being installed, Anshen sed Penhsi will
:Mh’ dnerease thelr outputs to 17,000 and 10,000 K% respectively towsrd the end of

yeat, :

Since the minimm nesds of the industrisl cities of southern Lisoning Province are
150,000 £"s, priarities huve besn set up as follows: :

Fresent ullotwents.
1.Mﬁm-%,@ﬂ{o¥ﬁin§25,ﬂmt¢mm3
2, Apshen Tron and 3teel "orks - 5,000 K7s
3o Comemt m1ls - 1,000 K'e
4o Tomtiler {rrineipally Chinchow) « 1700 K
Se Milllng of greins - 45,000 K's
g. Jukden and facterfes west Mukden - 10,000 (13,000 K%s st might)

The demand for Hukden alone is about 40,000 K*s and at present only i of dmmnd is
ut,mtezhamtmstmmumnmm&mmnum{uomhyn,
1947). ¥, Kuo stated that umtil the high-voltage line frem Helsofemgms through
Selhokow is takenm fron the Communists and repaired there will continue to be o L
sericus shoriage of electric power in Wukden and other imfustrisl cities im Linoning
Province. rmmmtmhmimmgmw:cm,mmmm o
usable delivers 20,000 X's o Mkden for further distribtution. The power line from
nm«mucmuhmmmxsa,ooommemnmmmmm tulkden
66,000 K%s. Thus when the power from Heisefengsan is tramsmitted to Zukden vie
Mmmsmmiwé,mmmmm.matuumnamm
and erushing ef oil seeds s done with powsr suorlied at misht (after 11 ™,),

. Kuo told the press on July 27th thet L% womilhly imeomo of the Pewsr admin, is
TPl billiem and expenditures 1 billion 700 millions; and his ressons for thds
operating loss are 1) with Hsisofergman cower line eut, the Aduin, has had to inersuse
conl purchazes from 30,000 m., toms & momth to 55,000 tons to supply thermsl unmiis,
fle states thet coml prices have beem ineressed from TPED,000 to 20,000 per n. ton.

2} Leos power means less income, 3) Hoswy ressir tills far G damssed ime
atallations.
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BGATHEALT RATL fnaSSetETarION
(Baticneliet Ares)

1943 = A1l of Menchurie

11,000 kilozeters of track

2,400 locesotives (3.8, fizures)
30,000 freirht cars

3,000 paowr, care

Local press figur-s given 6/7/47 for reil eguipnment tekem over by the Matioralist
arnles when they entered enchurie.

730 lecometives
73359 freight cers
754 passgr. cars

Former Japanese industrialist estimeted less thenm 3,000 freicht ears in
the Fertheast in late June 1347,

- Local press stated that befors Communist oifensive in ey 1347 threre were
3,400 kms of rail track in operstion, and mew (July 1347) enly 2,300 kuas,

As of duly 29, 1947, Hortheest ruil service radiates from Hukden to Xaiyuan,

Tashihchino, Fanchama, Penhsi, and Sheshaikuan (and om te Peinimp). 40 of 100
kilomctera of dameged line dukden to Changetum reported repaired,
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Curzent Produgtion at anshan
Aug. 8, 1947
uarch 1947 July 1847

rated estual (dus %o shortage
Freight car wheals {pes.) 600 per month 1000 780 of soke & Tigh$ing

Freight car axles {pes.) 100 =~ T 800 400 (dus to fighting
' & draft labour
steel rods {m.%.) 1500 " " 1500 800 (sgzs:xg gfi}
Plates 4'x8'x3/16'" Sl
. te 3/8" (m.t.) - 1006 700 {(due shortage of
' slea. powear)
Wwire rope (a.t.) 100 300 $0 " n
Light reils up to 16 kg. '
"~ Angles up to B", ete. - 1600 500 " "
Shests 2'x4*-8'x1/16" 50 0 36 " "
to 1/32"
feils of wvarious sizes
{drums of 80 kz) : 200 1000 700 bd "

Butt weld pipes {1/3'to 37)
“ts.} 500 300

No. 1 Open Hearth (100 toner) is schedulsd %o pour steel on

Auges 5, No. 7 sckes oven to produse eoke o2 Aug. 1%, and the
Blooming end billet mill %o start rolling on Aug. 0. We are luoky
$o have an sleotris power plant curselves, but t is still insufficieat.
The shortage has effected ths produstion to the extent that only
ons shift is beingz worked, and even during She working shift,
suspension of power supply is quite often. _
Penshihu end Pushun at present are produsing some alloy steel,; about
30-80 tons per month at sagh pluoe.

(Prepared by C. O. Hhae, President, inshan Iron and stesl c:a ;
Ltd.
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Frnzimg, July 14%h, 1847

bttt

AT Nve CEINE,

sxelng $he presnleday coel s tlueilon resiistiesils,

mmtiw with the feot timt for the mm m’i Tronm
tonehurie asy not e sveilahle far the sorats] replon,
vl Thet the opsl Tislds of the Yorth may wot be asantssd
aa anfaly &s sources of supszly, “i Bed 2 il with Fr, un
fa=ghl, Tine Cholrsas of the R.F.i. in e resilistie
wuy of thinking, he scesptsd ay &a""ﬁﬁi_zﬁiﬁﬁﬁ with rdpnel
*za sanl fros saneheris gnd Hopth Mias, o both mmé
hat apesfy and Sragtle stssdvae AL hevs o be % £
o lnererse She SUiput 1o $Ee orodueling oonl ﬁam& @f
mgntgml whdan, in mkmgg 2s quiekly as wgnm?s T
slresdy produebig fielde 3 tre Iangtee and, L pose
#ible, %0 open new Tielés % T ng&ms.:-eaxww
bexring in sind Sransportstion poes iﬁnﬁm to thr eocat,
L mindevus Tl nececsery 0 obws Into pwodustiocn, s,
of couprre, the neoeesity o work within &ﬁﬁiw fiosn-
siuk wmi%h&im of tke Central “zak of Pins Tor pe-
sukred forslsn eruhengs,

regdliess Yo gary, st s Dwether peanlen iﬁ SeE
deilverien sy jeeperélre Lie alirerdy kMaited Miﬁsﬂ
af oemeasclities ontl et 2 subaBituklion of iﬁiﬁﬁ#ﬁﬁ& ail
ST T mxf sonmatie vual L sexelinle oply o & Lisitzd
gxieat,. Yhue e sueetlon of sere el 0 as5¥e resions
= .érm‘rkgiﬁﬁ ot ;Tfﬁ?’s%iuﬁ* ia;ﬂmm.

v, il La oo crepsrlng @ sohear Tor ookl oroduce
Yion, e =31i o0 oo L8te the Iisla tu look late e
pawaildiltles of «xlendlng 314 838 SeVElOalag new alzss,
i tlue w@elts, i ooay 5 ¥ith RKi&, In the wEntlas, oo
feeifed thel i viall the Heslnen Jeel sines whieh, nert
s Eallon, sre the bl gest produsing unlt, in erder te
glae wn the 265104 11%es for inspesplay reedootisn
ThHare. Sery 08 A Shaervations, ronohed sfeer soenfins
thres 4aye 8% the eollieries wil: the fwilast ssupersiisn
trivm %he aipe odzisiefretionde

: i omede the $ydp %o Gbwml Lan: fan seenu enliad by

A, we ie Selel, Arsettoy of ihe “iperal “xalerstien
Ggrnrg 2f BRE Befuive e rellvey wae pwomded eill adoess
T Iine; Lloekhouses apd illboyss weres ages in eloss
sugvdssion. viiu aay fun, the sdninilrstlve ganter of
the cosl flelds, sexesr the iegmespion 57 = wall adelpe
Letered 131TYIs Towntl spod roefE, 2008 SEYSOts, almpln
hgues s, grrdens, The =isiny enmie Shesieivde hevwe alikpls

filt ¥ 1k
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fiviges with ogpeypon 57¢ Lwowfok eFraipesente er o
whth weter and 14kt and mublie bath FrellitlEs.
ne weorestlon faellitiss for the ainsrs, oGbh &8 &SViHE
pletures or pedlo; But there were seversl ssall plsggrows ..

~ gasll elue wee mwvailable for the atafy, with & saall
itbrerr, The whole slalng aress with 1% euspe i fenoed
in Ath Perbed wive whieh 2t pight iz Eept shder ¢ evagr
T volbe, Thers are bLiseabowses on eil BLIiSepe -
cEliboxss sre stesus (uvoughout the sver,

sdainlsiretiane The eanl flalde madeng Yo Ubs smeluan .
w8k & fallway aRk$] THe Sk Ly ownen by tnm Bacete,
the Chime sevelosasnt Lerosrsilon snd some ladlvidusl
steeklwlderes, The yopa 'stish of the srer aftwinliasterad
by the sunl abs;eny oA riess sbout 40,04k pesople vho
weke Sheir living nither direcsiy or Andire:Sly from Rbe
Lo ange T,000 aisers work cndevgreuanty 5,000 sorkers
sre amployed on the surface, (0 stelndelralive persdne
wel aon riees nbhoat SC0 persens, fWlfililing sll e e
tions af ity sdutadstrotion. iom sdslalebrelien suguorh.
Lhees selsary sehtols and one alddle sehwol for sbowl it
childeen, with m tesehing staff of sieuwt a0, The adeinii-
trotion sise suslsins s esall hoapitel with & deelors
a8 abouws 30 nuwews, The Seohrlasl errniel 1s ne Iai-
lowas 40 sisiag sngiseeprs, @ slootrionl ssginesrs, oo
s1%31 enginears wnd 10 weensnloal englosure,

A vorkers sl kmoleyedr sre pubplied with mwwelng,
woter, ghtiag, srovnd the minme, speeial khing Tasilis
1%19e for the sinarss spe aleo spovided, 2Li lsberare ore
leped through eentrroturs-—sbuut 50 1n ARG Pewiinn T
2 cosalesion busiz, The sugpe systes Tor undergrouwn:
Geve 4@ of » plege besig; sll surfeee warkers wers o
. tlme beeia. Flowr ground Lin & Vomseny alll or rise o
supplind e pors of weges, dslalstpaiics sterss BLES
peyly basie spmmodivies, soriers’ Dousss hawve Eadiekous
kiter®ney for sisgls ool & oDw o8 mese 18 wrovided, o
T4l now lebor ses #oS orgenized; but sl present oo ;
arganltepe——gan Iron the #imistyy of Speial Afr=lse x40
rtmther fros tow Jrovineiel (overncente-hsve srrived Lo
srpsnise & luyr wnlall,

The sdnisistretion ales euploye 700 paligexgn «io
smeed the ares wader olfleers fFou the #tale, smd 3 .ore
“son of shouwt 5 ue: are loested im the sres, The
aliee foree is slee ussd Lo guerd the ¢oel Srains Ires
L wipes %0 the sestiantion,

ik EARids. fhoss solilariss sye 2% oresent 1o
= thion, aeing sLHouwt P0U SlMibg Surt, il Le AR D
. Loed 5B levels betwsen 18 seters snd el neters,

g suteyr ietel iw i reperstlon, Fresent predace
$Eoh Lo SHOWE ¥,00H YRR (AP adeBoMr dby, wi% Y, E PR
surkiag in thoee elgphl-howr sl ra, ~wbibch weene e F Sans
e BANew A6 olphit hoars, or ke oreduetion of one fem by
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Ry
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Yo

The a0 ueter jeval, sithouwg: o8%11 ia full operatien,
is goling towards erxhan im snd, therefure, the sew 330
aatar lavel L1 in jeeparation in Bo, 1 Gollteny, The cheft
for this nev Isvel Lz completed, 4£n old »isam heoist,
mn%ht Ivon the Railar Flieder idMminletretisnm, 1& on ihs

apot and w0 are all ather soeeesoriss, fmadeatiosn will e
#An toward the sad of thla yeor,

in the sasd s0)liery = segonZ shaft 1s sunk to Ll
aeters, but IV aAay take saether two years Wefore the 390
neter lewsl is resshet, L 1,000 NP olsetris holst, touytt
from UL i-0R00, e on the pol,

in ke, 2 U9lilery s nevw shalt hae Bean susk Sown to
L8C neters, Wt the afainistrotion welieves that shout
savEn Ronths w1l e re.mired to rescah the m of 5%
getears, Por Mas shaft a 1,000 HF slegirie Motgleesion
pought from UREEL.UH swels on Ruand] 2180 the atesl hesd-
Tresn, bought {968c LeFese

“i%hough the nev shalt o0 The 330 seter lavel s
%0, 1 Gelliery will operate asixd yeur, the adwialstsstion
seedscE mwm%mszmmwwmm

ealilerias, inaludl eoal frem the sevw shaft, =l
wrd B EEEATES THas TRE saesan¥ rt@w&?iﬁ# B 24006 Rens
duily, due o the s@unlly Ma& seeduation ef ths

240 wateyr lowel, iz & pesald n‘ty of getting more

wael from & oowly &mm fieldeesbout 98 kSloweters
wwgy from the old Tislawerl whiash i wili srite Yelse,

The eosl of the Lthues ebllilardics Ls long-Tismed,
aipn wolistlle, £ mwesal anslyels shows the follewingd

Holesure - duip
‘*fuhtihrf - 38,1
{mm - %’%
el ; - Lo SR
Zalowie valne -  THD
Soklny dgnds Ure Meleh disceovered Thst the aasl

in some sesag iz good eoking eonl, Big quantities sesn
ta be svsilebls, %o g%, ¥Ble ooRing 20al war Adt
carsy-ted from Yhe repuler oozl and wie sBlo ef oul tow
pwther vith 1%, Coke suuplos vére safie Trem wadhed
sosll & kind of =zstsllupglonl snke pesuilted, with the
falloving anciyaled

Wﬁ e e 4 ra ﬁl ‘g

Flved tarben - M. ?ﬁi‘a
e S Mo
Eloric winge -~ L5 ]

i e}l
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TANGKU Ngwi HARBOUR.

i Attached is copy of lir, W.b. Price's report on the
Tengku New Harbour dated 19/32/46.
Tn forwarding this report to our Shanghai Office in
December last we made the following commentss—

rom the report that a consider=-
are the final objective
vigating the dredged
through the recently

"Progress. fou will notice fro
Naple amount of work remsins to be done bef
tis reached., In fact, apart from vessels -na

Mehannel through the larbour in order to pass
topened Navigation Lock, the Harbour in its present state is of 1ittle
ss is being held up by a shortage of both

"yalue to shipping. Progre
r. H.C. Wang, the Administrative Chief,

wrunds and materials. MI.
wegstimates it will be 4 years Yefore the project is completed snd the
ve deep draft ocean going ships, but this may

timistic estimate. The undertaking is a vast
put will require persistence, a large

tyell prove to be an oD
y to bring it to fruition."

"one, well conceived on paper,
Hamount of money, and techinicel abilit
(1) "Lighterage. At present rate ol progress it will be a number
nof years bhefore the New liarbour project 1is completed and ready to
npeceive deep draft ocean going ships. Mr., Wang estimates 4 years, but
it is possible it may be considerably longer. Tn the meantiue theris
neltered water between

g idea to bring ocean going ships into the s
nthe breakwaters, and 1i;hter cargo either to wharfside to railway, or t

tto Tientsin., The success of this depends entirely on ability to keep
"ihe water clear of silt. "

{2) iThe navigation
Hphut its ability to do s
"ehannel from the Gulf,
Wafter passing through t

arry ships of 25ft. draft
t of water in the dredged
at high tide,
will depend

Lock is designed to ¢

o depends on the amoun

which at the moment 1s only 15ft.

nhe Lock eventual passage to Tientsin
The maximum at

Won the depth of navigable water in the Haiho river.
"high water 1is 16f4. but it 1is pronosed this shall be increased to 18ft.
"hy next Spring and eventually to 20ft. ‘

ips be able to pass through
wihe Lock there will be a greater use for Tongku with transportation
Wpy rail or lighter to Tientsin. Dxisting railway facilities are,
nhowever, guite inadequate, consisting of a single track 1ine only. It
nis the intention tO extend them, but in the meantime should it be
vpossible to use the Harbour and the f,ock to any appreciable extent
weonsiderable resort would have to be made to lighterage oOn the Haiho .

ngiver.!

ughould eventually 25ft. draft sh

NAVIGATION LOCK.

3ince the Lock was opell and our report written there nas
peen difficulty with re-silting 1in the Approach Channel €O the
Navigation Lock. In May H.V. icerion® of the Anglo=5axon Petmleum Co.
Ltd., drawing 147t,5" grounded 1in the Approach Channel even though
according to the kew Harbour Administration there should have been at
least 18 ft. in the Fairway, and slso the depth of water 51gnalLed on
the Bar Boat was 15ft. Tte woster of the "GCerion" also noﬁlced a
Chinese ship drawing 12ft. stuck in the mud whilst proceeding out of

the Lock.

The latest information is that the advertised'permissible draft
in the Approach Channel and Lock is 17ft., but since there is the sameé
there would not appear to be any benefit

draft expectancy on the Bar,
gained by ships proceeding through the Lock,

| Y
Tientsin /

4th August, 1947.
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This scheme was started shortly after the Lu Ku Chizo
incident in 1937 and was based on what the Jepanese considered
were political and strategic considerations. Politically 1t
would maxe the Jzpanese largely independent of the local
Authorities in respect of trade and communications with Tientsin
as a port, and strategically it would orovide a safe and commodious
harbour where ships of deep draft could be worked at all states
of the weather, and an entrance to the river at Tongky for ships
of much deeper draft than the water agailsble on the Bgr would pass.

Briefly, it was intended on compietion to consist of:~
(3) - A dredged channsl from the fGulf leading to a wharf 2,000

feet (700metres) long running East and West for the

berthing of ships of a draft up to about 20 feet.

(b) An entrance to the Hal ¥Ho from the dredged channel at a
point near the Signal Station. This entrance to the
river to be provided with an outer and an inner floating
caisson gate sbout 500 feet apart (160 metres) the purpose
of these being to rrevent a direct flow of siit-laden
water from the Hal Ho entering the New Harbour and causing
a heavy deposit of silt, the caissons being withdrawn into
chambers in the lock wall to permit the passage of craft.

(c) Two series of parallel ("Finger") wharves, one series
running gast snd west, the otner North and South, for the
berthing of ocean vesoels of draft up to 30ft.

The whole harbour enclosed by a breakwater on the North, a
similarrbreakwater on the pouth (running parralel with and to the
North of the Bar channel) and an entrance breskwater on the Bast.

Tt is improbable that such a scheme cuulc be justified on
comnercial grounds alone, its cost being out of all proportion
to the benefits Likely to accrue to local trade. The Bngineer-
jn-Chief, Hai Ho Conservancy Comrission, illustrates this by
stating thet in the early stages of the construction of the New
Harbour, he estimated that for one vercent of the proposed annual
expenditure on this scheme he could provide and maintain 15 feet
depth below LTaku Datum on the Bar Chamnel, that is 29 feet of
water on a ten f't. tide. There is et this present time about
4 feet pelow Taku Datum on the Bar.

The method vroposed was to canaiise the outflow of the river
by the construction of breakwaters along the Bar and the additional
velocity of the water would carry the silt much furthér into the

Gulf.

Tt is, ho ever, clear that the provision of an enclosed deep
water harbour where ocean vessels of up to 30 feet draft can
anchor and load or discherge cargo undisturbed by any but the most
severe weather, will considerably augment the facilities of the
port and encourage trade, providing these facilities can pe furnished
at a cost not in eXCess of the probable cost of delays due to bad
weather on Taku Bar in yresent conditions.

The state of the lNew Harbour scheme at present 18 ap; roximaltley

as followss~-

1 from the Gulf to the %Wharf nas now a
Taku Datum. Dredging is in progress,
two of the Conservancy ¢redgers being used for the purpose in addition
to dredgers provided by the New Harbour Board. The wharf,qZ,OOO‘feet
long (700 metres) is in existence but only about 60@ feet can pe used
for perthing vessels on aeccoung of various obstructions. ?hls nard
(usually referred to as Pler 41) has a depth about 15 at high water.

(a) The dredged chenne
depth of about 10 feet below
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The presence in the New Harpour of silt consisting of
very fine particles, particularly in its upper layers, permits craft
to plough through a foot or two of mud, but is likely to give trouble
with vessels having condenser water intakes low down on the hull,

The lock is practically comnlete and dredging is in progress
in the short cutting of about 800 feet leading frow the lock to the *
river. The effective length of the lock is lSO‘metres, the breadth
20 metres and the depth of the sill 5 metres below datum.

The mud level 1s said to be 3 metres below datum inside
snd 4 metres below datum outside. From insvection, however, it is
clear that the rate of deposit of silt is very high,

(b)

(e) The wharves for deep draft ocean vessels are not built, The
breakwater to the North is-of insuf icint height, being covered at
high water and, having started from the sea ward end, is under
construction for only about half its lengthj; the breaikwater to the
South is practically complete for 10 kilo-metres of its total fipal
length of 15%kilometres, the uncompleted part being at the seaward
end; while the entrsnce breakwater to the East has not been started.

These breakwaters settle very considerably and will have to
be raised in height from time to time over a course of years.

_ ¢
The effect of these breakwaters, when completed, will be not

only to protect the harbour from heavy seas but, what is equally impor-
tant, to exclude most of the silt-laden water of the river outilow from

This latter benefit is not at nresent obtained.

entering the harbour.
Being loess of very

51lting inside the New Harbour is heavy and rapid.
fine particles it is possible that some mebhod of removing tt more

expeditiously and economically than by the existing aveilat®le methods
will be devised and embodied in new dredgers, This, it is understood,
is under consideration.

These are six dredgers being employed at present, two suction
hopper dredgers on loan from the Hai Ho Conservancy, two bucket dredgers
and two electric radial suction and punp dredgers, the nroperty of the

New Harbour,

It is the opinion of the Americen Dredging expert, kr, Proctg
at present here on loan from U.N.R.R.A. that'to desl effectively with
the immense problem of silt deposit within the New Harbour area, it will
be necessary tc use at least two new suction dredgers, each capable of
dealing with one million cubic yards a month and of about 5,000 H.P. He
is also of the opinion that if the breakwateM were completed (the ex-
pense, of course would be extremely higsh) there would be a negligible
deposit of silt within the harbour. At the moment the situation bears
some resemblance to that facing Mrs. Partington and her mop.

The silt dredged is being vumped to form a reclamation to

the North and West of "Pier 41¥ and this réclamation is now of consider-

It is served by railway sidings connected by a single line
This single line, at one point, croses C.N.Co./

able exttmt.
The construction of light godowns near '"Pier

with Tongku Station.
T.L.Co,property at Tongku,
41" is in hand,

There is a dockyard near the lock provided with machine
shops, a pattern shop and foundry, forges, and a small sawmill. The
buildings are of brick walls with timber roofs. All are of Japanese
construction, Power comes from the grid system.
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There is a slipway leading into the river near the
Guarantine sStation and this is capable of handling craft of
about 100 tons. It is proposed to move this slipway into the
New FHarbour. The operation.of the lock caissons is intended
to be by electric power., Hand operating gear 1is, hegrever,
installed.
The Tientsin City reach of the Hal Ho is at present
limited to about 16 feet at<high water though it is expected

that by the late Spring of 1947 the Conservancy will have
Thus, on paper, ships of 18 feet draft will

obtained 18 fee t.
© shortly be able to enter the river at Tongku &znd in the course
of 1947 will be able to procee d up to Tientsin.

Certain difficulties in the operation of the lock

scheme are iikely to be encountered in respect of ice, silt,
and nayigation., Ice is likely to be carried down the river
into the entrance to the lock and when the outer calsson is
withdrawn, into the lock area itself. It may be sufficient
to cause a jam, The still water in the lock will free ze very

readily, Similarly, there is likely to be a rapid accretion of
silt in the 800 feet channel frém the river to the lock - how
rapid, only those familiar with the peculiar Hai Ho conditions
can appreciate. A deposit of several feet may occur within a

few days. A vess el of several hundred feet length entering
from the lock approach will be liable

the river stream at an angle
to sheer. It is probable that the use of a tug will be necessary.
It is possible that with experience these difficulties will be

found to be capable of solution.

Though the effect of the completion of parts (a)

and (b) of the scheme to the point where ships of'18 fee t or
perhaps 20 feet draft can enter the river and possibly proceed to
fientsin could prove beneficial to the trade of the Fort, it

ion of less energy and capital

appears probable that the applicat
expenditure to the problems of the Taku Bar could produce equally
satisfacoty results without the risk that the principal life line
the Bar maintenance to be finally cur-

of Tientsin comaerce were
tailed in favour of the New Harbour, could be neatly gulllotined

at the New Harbour Lock .

The problems of Taku Bar do not of course stert at
The

start in the loess deposits of the hinterland.
of the silt above Tientsin is, probably, the

LQQJ.). ‘J:a rI\M'-b
: iq)m]ub,

the Bar - they
trapping and settling
pest long term scheme.
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CHINA COAST SHIPPING

The future position of foreign shipping on the
China coast 15 at present the subject of discussion in Nanking,
where the trade treaty between the British and Chinese Govern-
ments, which will inciude terms of navigationesl rights on the
China coast, is now being negotiated.

As far as Tilentsin itself is concerned, there are in
particular three trades now lost to foreign shipping, in which
they participated Dbefore the last wart- :

1. Tientsin/Canton

In prewar years there was a considerable trade between this
Port and Canton in which foreign shipping played s part.

4s a result of the 1943 Treaty this trade by foreign flag
ships has been discontinued, acart from a smali amount which
is transhipped at Hongkong, with the consequent additional
expense and inconvenience to the Chinese shiprers. Cargoes
were largely Beans, Groundnut Kernels and iledicines.

2, Tientsin/Swatow Charters.

4lso before the last war, in order to assist shippers ol 1low
priced cargo, such as Beans, Bean Cake end Salt Vegetables,
to 3watow, special charter parties were drawn up at greatly
reduced freight rates by foreig: shipping compznies. Such
business is of c¢ourse no longer possible.

3. BSalt, Cement, 3oda_ Ash.

Large quantities of these commodities are produced in the

area of Tangku and in prewar days, foreign shipving csrried a
majority of these shipments to Shanghai and Yangtse River pord
thus again assisting in China's aconomic development.

4s far as 1 and 2 are concerned, it does not appear
that Chinese shipping companies sre catering for this traffic
for which there is still a dempnd for shipning space, the
reason may possibly be found either in the lack of sufficient
Chinese tonnsge, or in a failure to co-ordinate the Chinese
coastal service availeble, Certain quantities of the items
mentioned in 3 are being shipped but 1t is believed not in the
full gusntities available. '

Yownr

Tientsin

4th August, 1947.
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wni]st later in this memorandum congloexaple stress-is laid
on the 1nadequacy of the China ﬂerchants' and other small Chinese
commercially owned Tug and Lighter COWD“Nl;S, for efficient and
gquick handling of ocean shippring at Taku Ber, the T.i.. Co.'s case
also rests on the pright to be allowed to operate under the existing
rég&iggaons of the National Government of China.
y The wvresent argument with the Navigation Buresu, whu are
géﬁfrolled by the Ministry of Com@unicatibns, is whether the T.L.Co.
is operating in "Inlend Waters" - which right for Foreign Flag
shipping was surrendered by the Treaties of 1943.— or within
"Herbour Limits", The Navigation Bureau argue Taku Bar/lientsin 1s
"inland lavigation" whilst the T.L.Co.'s contention is that they\ére
operating within "Qarbour Limits" and in this the T.L. Co. are fully
upheld by the Chinese Waritime Customs who ere under the jurisdiction
of a geparate Ministryﬂ viz, .the iinistry of Finance., Controi of”
Hafbours comes ﬁn&ér‘the Lustéﬁs and is jealously guarded by then.
The Harbour limits of Tientsin are cleerly defined as "From the ex-

Austrian Bridge to a point three miles to the eastward of the twelve-

. , " " ., . . PR
foot contoyr of the Taku:Basr", and with slight zlterations tThis nas

3

been the case since 1867; The Inspeétor General of the Customs, .
L.K. Little; has it is uddérstood.a ruling from the Executive Yuen
that as & temrorary measyre anyway Foreign Flag Tugs and Lighters are
permitted to operate with;n the narbOJr lelf of Open Forts &s

hitherto. ‘
According to the regulations Tugs must cbtair certificotes

of survey from the Nsvigdtlon Buresu before the Customs are permitlted
to issue registration ceﬁtificates. This ruling, howvever, apnlies to
Tugs only and not Lightefs which latter craft may be registered vith
the Customs without Nav1gat10n Buresu Certiiicates of Survey. Ubvious-
1y though Lighters, which are not self propelled,are of ne vaiue urless
there are Tugs registere@ to tow them. The Tientsin Lngter Lo. hsas

Cstoms Registration Certificates velid for one year from sarch 1947

" unless revoked in the meantime, and as a resuit of the very sericus

lighterage crisis which occurred in Decenmber last, of whicla the

Lmerican Consulate General is fully awere, end when american shipowners
2 9 &
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were seriously considering omitting Taku Bar as a port of cgll owing
to the undee delay in despetch at thé Bar - Un occasions as much &s
3/4_weeks - the Navigation Bureau were instructed by the sinistry of
Gommunications to grant the T.L. Co. temporary Certificgtes of survey
until 30/6/47. 1t is thesse Certificates of survey which the Naviga-
tion Buresu are now refusing to renew on the grounds that the T.L.Co.
is opérating in "Inland Waters" which according to them 1is an
’ infringment of China's "Navigation Sovereignity" zud they have told
" the T.L. Co. they are therefore to céase running. 4s stated above
the Customs fully uphold the T.L.Co. and state they are permitted to
opera te uniess the Inspector General rules otherwise and this he
would not do unless specifically instructed to do so by the Bxecutive
Yusn through the iiinistry of Finance.

The Navigation Bureau's Certifiéates are for seaworthiness
only and shodld not be withheld if T.L. Co.'s craft coniorm to the
required standard which in effect they dGo. Thereafter grenting of
a licence for actual operation within Harbour Limits is in the hands
of the Customs.

Irrespective. of the "Inland Navigation"/"Harbour Limit"
cohtroversy another aspect is that if Foreign Flag overseas shipoing
is allowed to call at Tientsin, but is forced by local conditions €o
discharge cargo destined.*ﬁ&ffientsin at Taku Bar, then it is only
equitable that the voyage should be '"continued" and finally compieted
by Foreign Flag Tugs & Lighters.

Adeguacy of Tonnage. *n nre war 4days Lighterage s Talt

Bar/Tangku/Tientsin was almost entirely in the hands ofi-

1. The Taku Tug & Lighter Co. which was sold to Japanese

interests.

2, ‘The Tientsin Navigation Co. a Chinese concern

3. ‘the Tientsin Lighter Co.
At the ‘resent moment in addition to thenTientsin Lighter Co., tie
China lierchants are overating the former Japanese owned Taku Tug and
Lighter Co. fleet and there are a few comsercially owned Lighters
running. & new Company, the Po Hei Navigation Co. has been sormed to

take 1 * the tormer Tientsgin lavigation Co. but although they
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wre sald to be exiecting 7. lighters end 3 tugs from Shanghail these have
not as yet arrived., If therefore the Wiencsin Lighter Co. is forced to
close down there wil: be a virtual monopoly of Lighters by the China
Mlerchants, which is a otate ovncd enterprise, whilst there are arguments
for and against Govt. monopolies 1t is submitted that in this particular
instance, when China is attempting to expand both her export trade and her
communication systems, for which Foreign help is needed, such a monopoLy
would be prejudicial to her own interests. It should also be remembered
that the China lierchants run their own ileet of coastal vessels, whicih
owing to the nature of the Bar and the Haiho River, constantly require
lightening and there may therefore be a tendency to give thelr own vessels
priority to the d&triment of Foreign Flag overseas shipping.
| Attached is a 1list of Tugs and Lighters presently available at
this Port. It is submitted these would be inadeguate to give a guick
despatch at the Bar unless the T.L. Co. is allowed to continue running and
there would again be unjustifiable delay to foreign overseas shipping at
the Bar. This delay would obviously be a further obstacle to the other
numerous ones stifling foreign trade 1n this country and furthermore would
be a definite impediment to the economic recovery sand rehabilitation ol
North China-with its vast hinterland. There is no need here to stress the
very considerable volume of overseas imports and exports which in normal
times passed through Tientsin. Under present conditions trading is restrict
ed but the following sfatistics of tonnages handled by the T.L. Co. during

the period Jan/June 1947 may Dbe of interest:-

Overseas Vessels (mainly American) ) T 63,679
Chinese vessels - 25,643
hAgency vessels : 1,237
U.3.0:.C.: vessels. - 21,222
River Lighterage 2757
Total: 116,538 Tons.

or close on 20,000 tons per month giving almost full and conti-

nuous employment to the T.L. Co. fieet and it is certain this
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could not have been handled by competitive Lighterage Cos. without
causing delay to the ovérseas carriers. Present condifions cannotv
continue indefinitely and as the volume begins to increase sc the
need for the Tientsin Lighter Co., to continue wili become even more
apparent than it is now if cargoes are to be efficiently and
speedily handled, particularly in the winter time with icing at the
Bar when turn round oi Ligaters is adversely affected. Lighterage
is a facility that must always be aveilable in a Fort like Tientsin
and a Company must alweys have itg services immediately available
whatever the current tonnage oifering may be, if prompt and satis-
factdry service ig to be gilven.

Tvpe of Craft. Lighterage at Taku Bar takes place in an

open roadstead subject to heavy weather snd in winter bad icing
conditions. It therefére requires a very specialised type or Tug
and Lighter, and also kDOWLedﬁe of local operating conditcions.
Over a period of almost 50 years the T,L. Co. has developed crait
suitsble for work at the Bar and in the river, and also employa
specially trained engineers and gualified men for Bar Ovefseeing.
and other work, The China ilerchants are fortuhate in that they
become possessors of the Taku Tug & Lighter Co.'s craft which
were specially built for service here, but they and other Chinese
commercial Lighterage Co.'s have found +it impossible to augment
their facilities with suitable craft. New Building is out of the
guestion at the moment on the grounds of cost. Attempts have
been made to utilise UNRiin Bargeé and Tugs but these far various
reasons are guite unsuitable for local conditions. ‘If thereifore
the T.L. Co. is forced to close down 3 specialised Tugs and 14
Lighters will be unavailable for the Forts needs.

Pilferage on lighters between the Bar and Tientsin has
become heavy under present conditions . The Tientsin Lighter Co.
has been paying particular attention to this hazard ahd has brougnt
into use new hatch locking devices which it is claimed have gone

a long way to eradicate this evil from its lighters.
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New Harbour, One argument in the attempt to
drive the T.u, Co., out ol business 1s that development
of the New Harbour will considerably reduce the need
for lighterage, but this is a scheme which will take many
years, if ever, before it is fulfilled. '

The American Consulate doubtless has ifull

information on the liew Harbour project byt attached ere

a few notes in case they are of any vaiue.

\ T

Tientsin,

4th- August, 1947.
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I.

iI,

IiI.

IvV.

LOCATION KILOMETERS
North China, Korth of but
not 1ncludlng the Lunghail

Rlil“ﬂ)’n0;&-t:n»-»¢¢-|qov‘t4-liuounwE,lsﬁ

gouth and Uentral Ohina,
including the Lunghai

Railway...-.n.uu-.n.n..uuu‘ '
TOTALOG'.!O""*
RAILWAYS ON V-J DAY (8 Ma :

LOCATION KI%%METERS

ﬁorth chinattifii ‘.473100-0011:.;1,377.-¢a.,¢-‘u-5,7‘9

Central & BSouth
ghinaootti'olto-.ilaggstt0.-9.'0!“2&1000’1!69'00§‘§§z

PP TRPRRTRTRY W 4/ -TRRRPRTRRTRS - N-) ~ TRRTRPRPRES L 1-1: -}

It 45 ectimated thet the total kllometrage of railways in
Manchuria was about 11,336 on V-J Day, but no definite
information was available on sccount of .the Russian military

activitiesn.

JULY

Menchurl® ceesessesssse d08troyed s.0eees.1,9809 Kilometers
North Chlnf.ssssesrenssnns d.ﬂtmy‘ﬂ -.n....B,QG’? Kilometers

Central OhinB,iecvevrss GBRLTOYOL suvevane Kilometers
TOTALQ0;-.&-«---¢¢:netqocqo;c:ov $1lometers

Most of the destruction in Central China was along the
Lunghal Railway. .

Manochuris seesesasosa seses 03,588 Kilometers

Horth ChinB.cecesservocvone -1,‘53 Kilometers

South & Centrel ChinB.evevese Kilometors
TOTAL‘.tn:ffIQ0.0 g&%iiﬁxilﬂﬁatﬁrs
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The &bove total figure includes both the Japenese end
communint destroyed lines and some of ths restored lines
have again heen destroyed by the somaanists,

Ve

ﬁﬁmhma tti;dltuimttiutsﬁt 1,567..;..;:--."9.5%
Horth Ohinfeesess Bs74Prsconsns By568.00ansenscas3, 367

South & Central ,
G?liﬁl segseRaR Q.BB"I sseneds 5,19? iﬂoguoaurctggm

Taiwan secovcenss S,9B5 .esesne 3980 cancssncere OO
Hainan JYoland o _BOP resennnnpmnn ossevecens s
TOTAL sossescBOalB0 conveosddaldD rveeveere 28,000,
PLAN FOR _THE BzAR FUFURR 1308 JMAATRY

a4, 30 far as rallrouds are eoncerned, China south of the
Greet ¥all may be divikied into two aruan with the Lunshal
Kailway ae the dsmarcation line. The area, rou
pounded by PeipingeSuiyuan Line and Peiping-Tientsin-
Shaphalkwan Line on the north and lunghal Line {not
including Lunzhsl} on the south may bs dealgnated as
the "Milltary Ares,” In-this area, the main problem is
to maintain the oporstion of Peiping-Sulyuan i1ine, the
Psiﬁ;\g-‘namain e end the Teatsin-Mukden line. Any
aderinits detailed restoration plan for the other lines
in this area is not feasibls. We suseceded however, in
reastoring the Tsingtso-Tsinaen Lins on Degoamber 12, 1948,
which was ag&n destroyed nfter 60 days of operation. Ye
wers also able to maintein regular treffie betwsen Peiping
Psoting, Shihohiaghuang snd Teiyuan for a long time,
Pmﬂ.n:-&ihohnamang Seotion was desgtroyed on September
£9, 1946, anxd smihchischuang=-Taiyuan Line destroysd on
April 14, 1947, At present we are barely abys to maintain
improvised traffic between Zeiping and Paoting, ‘ur
gensyal plan sixzs at restoring the northern section of
the TienssinePukow lLins, *'s ars now ggmin; northward fro
Hsuohow in the direotion of Teinan, e status of the
reatoration work is indiocated on Railwey Man Yo, 4.

The almoat daily destructiocn of the milroads by the
communigts in this arss makes 1% necsssary to maintain

a reserve pool of reilway materials to meet al)l emarzencle
We are working at present on & procuressnt plan.,

b, (1) The area south of and inoluding Lunghai Rallway may
be designated as the v"hehabilitation and Raconstruetion
Ares,” This is the sres wheXe we intend to eonoentrate
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The Lunghai Line, wntil recently, was considered as a part
of North Chins. With the ohange of ths eourse of the
Yellow River it should now be oonsidered as = partof
Centrel end South Ohina,

(2) The restoration work in Gentrsl and South Ohina is
Seheduled to bs sompleted ir three phases:

(a) will be devotsd to the repld opening
of ra & by any and all improvised moamns
at our disposal.

{v) Fhaga & will be devoted to restorstion of the
pre~way standards, :

{o) . will initiate moderngration of the
railroads to & minimum world standard,

The following table gives planned phasing of the various
rellrosds in Central and South China by year:

Lungha! Lins

Peiping-Hankow Line
Chengohow-tankow Ssotion

Tisatsin-rukow Ling
Hauchow-Pukow Ssation

RankingeShan hai«Hangohow
lines

8 e 3

T L -
e

3
Chekleang-Kfangsi Line b 3
Canton-Hankow Line 2

3
Bunan=Ewangsi-Xwelchow Line b 1 2

& Santon-Hank: : Ls Testored for operation on 1 July,
1946, provides a vital oconnec ng link between the Yengtze and
the ﬁurl ver. Its southwerd traffic fron the u per and
oentral Yangtzo Velley consists of rice, ootton, plecs-goods for
domestic use and woodoll, bistles, hides sggs, ramlie, antimony
and wolfram for exports, Iis northwerd t'.ru:ric Irom &ntnn and
i:goua is made up of sslt, suger, machineries and manufastured
o Since the repair work of this reilroad was kurriedly
sompleted in a perlod of six months, this line hns all the
sharsoteristios of an rovigsed rallway. The rails sre of
varlous weights and secti-ns (Verying from 60 1bs, to 11¢ 1bs,)
Sleepers are of native soft wood with a 1ife of from one to two
yaars, Many of the bridgss ars temporary woodan struotureas which
are liabls to be washed away bg flood, With the excoption of
44 now losomotives from UBHRA, ‘most of the locomotives and osrs

are in deplorable AB0ALHLORA RDPB0-00926A007700530001-0
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There is a general lack of repair materials and shop
machineries and they ars not avellable in China., In view of
the general economic importance of the Canton-Hankow Rallway
and the sver-increasing traffioc demands, it is extremely
urzent that all these defects be remedied at an early date,

{2) The Ohekiang-Eiangsi Railway, from the view foint of its
esonomioc value, is as importent as the Canton-Hankow Rallway.
Its principal incoming and outgoing freight traffle consists
of rice, chinaware, ramie, grass-cloth, paper, salt, ootton,
ocotton goods, machineries etc. lLarge deposits of bituminona
eoal, wolffram, tin end antimony in Hunan and Kiangsi provinces
will also constitute a comsiderable share of the freight traffioc.
During its five years of opsration from 1936 to 1942, this
railway had a well balaned long hQgl traffis. When reatored
to operation, this line will link up the Canton~Hankow Line
with the Shanghai-Hangohow Line and thus facllitate the eccnomioc
rhhabilitation and development south of the Yangtze,

- {3} Banking-8h ai- Line is the bugiest line in
the whole area, ng the past year and half, 1t has in meny
respests been brbught to pre-war standard, But 1t is still far
from being sble to meet the demand of the ever-increasing
traffic., We plan to modernige it in the immediate future. The
soonomio and politicel importanee of this line is self-evident.

{4) Hunan-EKw -Ewelchow Line which cen be considered as
‘en extension of the Cheklang-Riangsi Line will be restored from
Bsngyeng to Kinohenkiang, & town 160 kilometers west of Liuchow,
by the end of 1947. But this merely me&ns improvised opening
of traffic. We plan to bring it to such a standard late in 1948
as to enable it to handle the traffio of a normal railroad.

Thess three lines ars the main economic arteries of Central
Chine. They must be brought up to prewar standard at an early
date to handle the tremennous’velume of trafriec in this ares,

{6) Yol

The present bridge is only a temporary structure and is now

in a most preocarious condition. We plan, therefore, toc start
building a new bridge as soon as possible. The dasign has been
completed by the International Engineering Company, San
Franclisoo, U.S.A.
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The locomotives and rolling stook of the various lines 4m
the Central and South China were removed to VWest Chins when
we retreatasd during the war, Host of than wsre eventually
destroyed at the last stage of the war. What ths Japenese
had bra:gnt in to this area from lManchuris aye far from
being sufrieient to meet the present need, 30 far the oaly
avallable additiun to our losomotive and rolling stook

- pocl hes been 147 locomotives and 3445 umed Treight cars
from UNKRA, and 5C sto.nfi~hand papsenger goaghes purohassd
from U,35,A. (ur present plan is to proours at least 78
more loeomoctives and 13500 freight cars, amd, if pessible,
soms seconl-hand passenger coaches to replesish the lines In
Ceontral and Zouth China,

The exlating rolling astock is, in general and with very few
exosptions, in deplerable condition <ue to lack of repeiring
and maintenancs msterials and facilities. It is necessary
t0 seoure a sufiolent quantity of various kinds of shop
machineries, repairing aaterials and spare parts from abrosd
o be diatrlbateﬁ to the above mantioned lines,

(9) Simpal Raulngmont.

This g an eassantial item of the rehsbilitation work.

vn aggount of its great importance in ensurding trafricy
safety, the @urly procurement of th- required sismmal ’
equipzaent 12 vitsl desidsratum,
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(11) AT

(1) 1t iz extremely dif7icult to approach any discus:ion
regarding Chinese highways without s short surmary of conditions
thet obtained prior to and during the war, Bafore 1982 motor
roads in China were, for all intents and purposes, lizited to
the arsas adjasent to the eocastal metropolitan reglons. In
that year & Highway Depari ant was organisel under th. lintional
Foonomie Jounoil spd en intsre-proviooisl highway gonstruotion
program was satablished and pramulgated under that department
with sc much effort that by 7 July.1l83? =more then 108,000
kilometers of rosds had been constructed out of whlieh 43,000
kilometars hed nliewsathar surfaces of sither gravel or
waterbound maocadam, .

{2) During the war, with the advancs of the Japansse Army,
meny of these roads were destroyed for tugtioal reasons or
abandoned, Other: were destoyed by Chinsse units opersiing
in the rear Of the eneny, In ¥West China, many kilos ofold
roads were rebuilt =nd many xore newly conatructed in order
that ailitery treffic sould be expedited. At that riod
there wers less than ©00 kilomcters of operadle rallways left
{n the hanfs of the Chimese Oovernaant, and with the exception
of the Yangtze River and a few of itn major tributaries no
large quantitles of freight could be moved by water, lzhways
wora an absolute necessity for the movenent of heavy ocarso in
“Prea” Chine &t that time just as they are needed n'w to meat
the needs of rehabilitation and reconatruotion. At the end
of hostilities 49,509 kilometers of all-weather highways were
in operation in "Free” China, and in very good osondition. By
this same dete 76,686 kilometsrs of roads of verious iyves had
bean destroyed.

(3} The greatest destruotion of hizhmways took place in
what might be temmed the main sombat gons, This zone was
several hundred kilcmsters in width and extended entirely
aoroas Chine from XKerth to south alon: the gsnerel line:

Loyan~ (east of Sien) - KEweilin - Nanning. At the end of the
war rapid troop mobements were argent in order to take over
areas from the Japaness, T0 aoccom:oligh this 4,018 killometsras
of rosds ware restored in this oombat zone within a period of
several months. Later some 4,180 kilometers of additional
nighwaye were restored to mest the mesds of relief anc rehabili-
gation work. 7To date it has been impossidble to restore more
that 80,513 kilometers of the 76,688 kilcmetoers destroyed during
tns war, oThls leaves 56,1735 kilometors of highways without any
restoration work heving bzen done on them. ZEven on those roacs
thet have besh restored tho work i1s suoh that thc majority are
only nassable for motor venicles in good weathar bridzas 2re
parrow snd th: right-ofewa; iz not fensrally satisfectory.
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Three factors have been the principal cause of this serious
condltionm: (a) the ohaotiec situation caused by the Comiunist
defection: (b} the shortage of sufficient funds for foreian
éxchange for the purchase of supplies needecd from abroad: and
(¢) the feilure of rehabilitation agencies to make effective

‘more than & small percentsge of the planned assistances for

communications. This i- briefly and gsnarally ths pieture
¢? the present status of the highways in Chins.

UBEEN%Y %ﬂR THE BARID RECONSTURCTION OF GuOD ALL-WEATHFR

(1) Prom an economic viewpoint China can be divided into
three general areas for discussion as to needs for highways
for the next soveral years as follows!

{Ses Attached Map No, 1)

a. The Northeastern region, whieh may bs refsrred to
as the Military Area,

be The Northwestern region and the Southwestern region,
to be referred to as the Maintenance Area.

©. The South and Southeastern reglon to be referred to
as the Rehabllitation Area. . '

(2) The Milltary Area inoludes Northeast Ohina south to

‘the Lunghai Railway as far vest as $ian. it Sian the western

border runs in a northwesterly direction. This is an extremely

productive area and nece:r:ary for the complete recovery of

China, However, due to the Communist rebellion and military
operations in this area, no extensive highway reconstruotion

ig contemplated by this Ministry until the situation is clarified.
When this territory 1s free of these elements road reconstruotion
must -start immediately in order to make naeessihle,the rieh

coal and mineral deposits and egricultural products to the

rest of Qhina and to ths World,

(3) (a) The Maintenance Area: Thig region 1n61udes all

of Northwest and SBouthwest China wast of a line from ths

Liuchow Peninsule thru Qhiangteh to Sian and the western border
of the Militery Area. There are 49,569 kilomseters of highways
in this area most of whish were construoted during the wer

~ for the movement of military traffioy. The remainder was resons-

tructed within a few months after the sonsiusion of the war

to handle troop movementssinto the reocouplied parts of China.
All of these roeds were and are now in falr operable esondition.
The ma jority of the roads have all-weather surfaces of various
types and wldths, but cannot in any sense of the word be
consldered as high type highways as the surfaces are al). gravel
or broken roek with omly soil binders. In meny oases, the
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bridges ar: narrow and 1limited as to weight loading, as satis-
factory maiterials were not available at the time of their
construotion, also the time elerent wae & great factor wien
they were built, Furthermore, a larpge percentage of the roads
traverses terraln that is very mountalpous and are subjected
oconstantly to heavy mountain reins. This offers & very zaricus
problem in drainage, Continuous masintenance is absolutely
necemsary %0 lkesp thesa roads pamsable, It is the intention

of this Uinistry to s»ond only that amount abgolutely necasgery
to keap these roads in a good passabls condition at this tire,
This will require constant and intelligont maintenance with

the minimum of minor repairs, At a lafhe date iarge sums of
money ~muati nscessarily he exponfled on these hichways ase eventually
1t will become uneconocmiosl to raintain roads of this typas when
sublected to heavy traffic.

{v) From an econonle standpéint it is believad trat trese
nlchways must b0 kept pamsable for motor vehioles for many
reasons,

Piprst: ALl othar means of transportation in thls arcs are
sxlrenoly iimived, Te onl7 raill lines rorving this entire

ragion anvw are the relar-suurs 1las running soulh and east thru
sunaming with a total of trackace af ahout 600 kilormaters,

and the western sad o7 the lunghui Nallwsy from Sian to Tisnshu
which 18 atandnrd ~auce with » diptance of 328 kilometers.

water transportation is nearly ae restrieted ez the rail
trensportation, with cnly the Pearl or “est River nevigahle to

a0y ~reat extent as fur west ap Yanning in the $outh, westcentral
thine is some wiat better off as it hes tie Yangtze river
reasonadly navigehles es far wept ss Ipln, Seversl of the

larger tributuriss of the Yanpime River are suitable {or fairly
iaree funks at the right pericds of the ysar, However, the

entire north and nortlwest section Las only trusks to depend on
Tor sconomical transportetion, as no rail or water tacilities

are present. These conditions wilil exist for at lesst several years,

Cecond! Some of China's richest provincss are situated in Liis
area, Szechwan is probably the phohest proviice in China, it
iz cno of t @ sreetest in the vroductisn of food and {s ehout
the only source of salt in the west. Thess producis sust he
sovel to the goutk for uzs of ihe sonr.aress in Pwelchrr and
nasnrel and to the north and northwest'\te arid - ad voli.

The movement of c¢otion, wool and hides from th nertharr areas
lg escential tothe economy of all China, as well as to otrer
rosion in this arsa and te the world at large,

{4} The fmhabilltstion Arsa (Ses Man Wo, 2)

\a) Tois area lncludes the remaindar of China wileh is the
South sad southeastern resion laylne to the south of the Langhel
Jailwsy, TL is very thickly populated snd has the major portion
of modern industry ioeated within its boul Y. it 2lse includes
the sreatl rice producing nreas aroumd Tung Vi Lave and Foyang
Iake, o5 vell no wital coal and mineral deposita.

{9} A culex leoo:s v a man would seenmingly indicate more
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trangportation facilities here than in any othor geetion of
China., A cless study soon coxveots this idea, W¥hile the
lLunghat Railway is along ths northern bordar and the Canton-
Hankow Railway and part of the Peiiingnsum Rallway are
along or near the wostera border, 1% must be borne in mind that
these rell lines are not end can not operate nearly to pre-war
gtandnrds for sometime to come, The rail lines on the wast
ware stely demolismhed during the war and have had only
very tad assistance in being rehabilitated with meager,
smerary structures and equipment. Other railrovads were
A or 4isaantled dur the war and will not be operable
%o any t axtent for & of two years and thea only
with outside help for the purchase of 1ies that must be
obtained fron foreizn sources. The Hemki hanghal Railway
and the Bhangha Low 22ilway were the only excsptions
and are in fair condition hut serve enly a very small area,
Water transportation is avallable up the Yangtiae River and in
the da&nﬁi of Canton only, &3 the rivers leading inte and
from the lake sreas are of no specisl velue fer reliable
opsration, The above has been inted out to show the vital
nsoesality for highway construction and reconstruction in this
son®, Xven with the reconstructicn of all the preswar rallways
to a high operating standard layge arean will be totally without
any Mgzrn means of transportation unless good roads are rade
avallable. '

{¢) From an economic and humanitarian point of view

the reglon south of the Yangtme River is most ¢ritical snd
important, for here are locatad the rioe profucing lake areas.
It is urgent to Le able %o get rice cut repidly to other
famine seoctions when needed, This rice rsgion is also subjeated
at timegs to serious floods necessitating the movemant of fand
{nto this area and to other areama to the scuth and west, as
has been the case for the last tvskzowa-, Evon after tﬁa
complete reconstruction of the Chekisng-Kliangsi Railwey 1s
an acoanplished fact ths whole of southeastern China south of
this 1ine and east of the Canton<Hankow Hallway will
be compsltely dependent en motor truck transportation for a
aumber of years., Without suitable all.wsather roads a large
arsa will be isglated, In this area are locoated mineral deponits
of fine coal, wolfram and tin, all of whigh are nesded for
economic recovery. In additien, this region has agricultural
preducts in quantity, such as ramls, tung or wood oll, grass
eloth snd many other items of impo o8 to move to the soastal
ports or to rallheads and inland water ports. The traffic from
the ports to the interior will sonsist mainly of salt, manufsctured
£o0ds anl machines feor industrial improvement. This ocoastal
mu the only souree o2 salt for this part of Chins,.

t Shanghal snd Canton there are four good sesports,
namely Wenchow, Poochow, Amoy and Owatow, These ports are at
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present almost wholly sut of? from the inland towns and
oities, sxoept in their immediate vieinity, because no
transportation exist othar than sarts and man-packing,
Improvenent of transportation from these ports inlend

to connect with inlend rail and water 1ines would greatly
improve conditions locally and natlonally.

{4) Most of the roads in this reglon are in very bad
genAiiisng ag they were off of 'the lines of the main Japenese
gggzggavamanta.ana huve t2d vary l{ttle care of maintenance

ring the war and cannot be satisfaotorily reconstructed
without obtaining large gquantitles of supplies from abroad,
as they are not available in China, Inersasing the diffieulty
418 the fast that this area never had sufricisnt good roads
for motor operation,

{e} In ocrdsr to meet the most urgent and eritiecal needs
Tor highwt in thés area, it is believed that the minimum
requirensnts for road improvement are as follows: (Ref. lap No. B)

(1) Roeds for restoration or reconstructios
m‘d 1n bl’ﬁ'ﬂi Qn ﬁh‘ MP " EEES R 2 ,615 Kilﬂl.

{2) Rosds %o be newly sonstructed io gsonnect
‘ existing roads and centers of communioca~
tions, marked in greenon tLho MAP eeesee 264 Kilos.

{3) Roads to be restored, marked yellow... 1,584 Kilos.

{4) Rosds serviceabls but in neod of
further improveaent, marked in

Dlus on the MAY seevecosevosrirsvssose 3‘838 Kim!:
Potal kilometers in all categories ... 9,880 Kilos.

Ta achieve the program listed above within a reasonable space
of time will require considerable foreign finenoial aipl for
t1tems (1) and (2) and soms assistance for items (3) and {4]).
The assistance necassary is only for supplies end materials
which must be purchased abroad and delivered to & Chinesse
port. This is necesmsary bscauss these supplies and neterials
ars act evallable in Chins and bhecause of the very unfavorabls
rate of exchangs with ac olé balance to defrey tha coSis.
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(1) At the conclusion of the war thers were avallable
a tely 40,000 motor trucks for al) civilian eperation.
But this figure i; vory daceiving as the rajority were of &
vintags of from 1938 to 1942 and & deon pui to very hard
servige during the war in West China, They had been sonvertied
to gg:rnta on eharcosl or alcohol whish is very hard on motors.
Purthermore, spare parts and repalr shops and suitable mgtals
wero so scarés that the trucks were necessarily abused, 28 the
militery situhtion required maximum operation, At the present
tin8 Less iham half of these trucks are opérable or repairadle.
Others are inmotiveted bucause of the shartage of tires and
replacensant paris which are unebtainable in Chines

(8) The Transportation Department of the Highway Adminis-
tration now has 5,583 motor trusks of which 5O% or 2,761 are
now incperable heyond repair, These will be cannabalized
and junked, The immediate need for truaks for augmentation and
for repleacement of of those now in operation with the naxti
six months will be ween 4,500 and 35,000 units, In additlen,
fuel, lubricants, tires, spare parts, shops and sh toole and
ntadﬁs of metals of vuriuns oategories for the machining of
parts will be needed, None of the above are available in China
and must be obtalned from foreign seurses abroad, It is
impractical and unesonomical to obtain trucks without sufficlient
tires, parts and other operating necescitiss available because
with the sourgs of lupgly so far away grtna lose in oparating
revenus is suffersd, It is estimated that the cost in U.B.
dollars would he sbout $25,000,000 to bring truck operation to
mintmum required standard,

(1) The plan outlined sbove has deen mads to meel the
gsituation now confronting China after taken into agcount her
finenoial and ssconomic condition, and is belleved to be the
very minirmm required to rove these conditions, Any fupther
reduction in these planned revements or any long delsy in
theiyr promulgation could be dlsmstrous,

{(2) Mo large expenditure of money is to be made by this
Minigtry where Communist d#sturbances exist,

(3} 8 the ares of Southwest and Northwest China money will
only be nded for oainbenende and minor repairs Lo keep tie
roads in ir sresent coadition, which 1is approximately the
same NowW &8 on V-4 Day.

{4) Yo attempt will de mmde to maa highways up or near
to United States standards at ti:is ¢ as it is folt that for

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0



‘Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0

the present lowsr standards with good allewsather surfades
will he the most economlosl, and will mervies Tor ihe presant,

{2} nighwey imorovesents will inftislly and gonerally be
sade where they do not parallel other rmeans of transportalon,

{6) Jilchways will 1nitially be éﬁgrwm and copstrucied
to ant ns fesdor linaes to railheads, ant inland and coastal
posrti.

{7) The renuirements for motor trucks have bsean placed
vory low. %hen sll the roads in existence before the war
and those built during the war are reconatructed the density
of trucks oporated by the Hatienal Eiphway Administration will
be aporoxinmately only one trueck for every 3l killometers of
bighway, This ip estimnted orn the banis that &,000 truoks wiil
bG in uso at thut time by the Highwey Administration,

(1) Wsouast Cor forelpn assistance has been limited, in
ganeral, to tre.e items ol equipment, rapaiﬁafarts, supplies
and meterialo that are not now or will be avallatle in Chiaa
Fop sonating Lo i@

{8} Tue o the slze of China w! Lo the dispersion and
deversification nf har resources, no marked imporvecent in
her condition can he expected until the minimum recuirenents
in transportetion have heen achieved. Oond highways with ths
repultant mot-r troffic is one of the aost important as tnie
type of transportation cen reach every sectlon of the country.
¥“ithout motor transporistion all othe= means of transportation
are sericusly handliecapped. Hach tyve ls indispensible to each
otier in their individuwd econony und to the economy of the
nrtion as a whole,
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Sefore the ar, there were in China three airlines,
two under goverament supdrvision, the China Rational
Aviation Corporation (CHAC), the Burasia Aviation
Gorporation {BAQ), snd ono of private management, the
Seouth-ieat Aviation Corporasion (SWAC), opersting over
routes of 7,500 miles, All thess three sorporations had
very few planes and inadequate ground and communications
equipment, Chinzse oivil aviation was still in the stage
of infancy befors the ¥War,

With plunes, equipment, and offices badly damaged
by the Japaneme, tho SWAGC coased operation at the beginning
of the ¥War, and the BAC was roorganized into the Central
Alr Transport Corporation (GATC) under the direst control
of the Ministry of Communications, CNAC was oconsldersbly
expanded during the War, It made notable contribution
to the "over hump tonage™ end maintained regular servioce
between the principal cities in frees China. CRAC had a
brilliant war record.

CONDITION SINGE V.J¢DAY.

After V-7 Day, great efforts have been mads (o
restore and to improve air service in China., Up to the
presant, the two Corporations CNAC and CATC are epsrating
with a total of 83 planes over 43 routes of 47,932 miles.

These 85 planes, however, are mostly of C46 and
C47 types dought from the Amerisan surplus liquidation
agencies and, due to the oritical shortage of spare parts,
net more than 45 of the 83 airorafts are in actual operetion,

Aside from the above-mantioned Corporations, thers
i® tioe O¥RRA Alr Transport (CAT), whioh is organized under
a8 coatract with the China Relief and Rehabilitation Admine
istration (CNRRA). Xt is operating with 19 planes on non-
scheduled flights, carrying prineipally rehabllitation
goods Jnd government cargo.

The Ministry of Cemaunications, realizing the im-
portance of olivil aviatiea in reletion to Chins's recons-
truction and developamnt, established the Civil Aeronsutios
Adoinistration on January 20, 1947, which 1s sonewhat
similar in organimation to the CAA of the United States,
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ITI. PI.AN TOR THE NEAR FUTURE,

The newly esiaulished CAA embarked on an
18-month program as an immediste remedial measure to
improve the present inadequate clvil sty services in
China, Briefly stated, the 1l8-month program conslsts
of the following: B

1. Asrodrone Ccﬁstrueéion- The following aero-
dromes are to be compieted before July lst;1948:

Threa B-{lass Internationasl Airflelds-
Shanghal, Tientsin, Canton,

Two Alternate Alrfields-
Amoy, Taipeh.

Three Auxiliary Airflelds-
Swatow, Toochow, Halkow,

T™wo-3-01688 Domestic AirfieldéQ
Narking, Hankow, :

one D=Class Domestic Alrfield-
¥ Kiukiang,. ‘

Most of the planned work is under construction,
The 6,000 fest runway of Lunghwa alrfleld and 4,000
Toet prunway of Xiukiang have been coapleted.

2. Alr Traffic Control and Heteorolozical Sexvices.

Bieht alr traffic control areas have been
designated in China, esch area being under the
control of an alr traffic senter, The air traffie
edontrol cenier in Shanghai, which is the first
one to be established, is now belng set up.

Twelve rejor clvil airnorts are to have

control towers. One oentral metsorclogical
observatory at Nenking, nine district metesrolo-
zical observatories to bo located at Bhanghal,

_ Amoy, Canton, Hankow, Tientsin, Mukden, Kunming,
Chungking, and Bilan, and forty-five meteorclogsieal
statiens at the various civil airfields will be
eptablished within one ysar,

3. Aeropnautical Communications Networlk.

Basing upon ICAD standards, a ninimue required
network has been designated by CAA to handle
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air-ground communioations and point to polnt
agronsutical servise, A total number of elghty
{80) statioas are required. Due to the lack
of equipment, it is planned only %o oomplete
stations at is alirrislds within elighteen monthe.

4, Navipstionsl Pacilities,

Additional LF/MF transmitters of 1-3 KV are
to he established at sighteen serodromes.
Most of the transmitters will he installed on
the extension line of the runway for lat-down
and instrupent approach, The homlng equipment
already available in China (400W-750%) will
bs partly used as stand-by unlts and the rest
will remain at airports with gomparatively less
traffic density.

Tn viow of the fact that radio range stations
are nults expenaive and likely to be repliancad
by VT equlpment in the near future, and lurtier
in order to maintaln continuous operetion aand
to provide for the possiblility for future expan-
sion without inveating too much capital in
squipnent which is likely te beooms obsolstie,
1t is contenplated:

1) to inersase the power of €xistins
radio homing stationg

{2} to establish additicnsl radlo homing
gtatlion betwesn terminals;

Iz} to equip four aercdromes {two lnter-
natlicnal, two domestic) with Vi¥
ornni-irsctional renpgos for experi-
rantal operation as a ste: to furilher
nodernlzntion}

{4) to esquip four aercdromes - Shanghail,
Bankow, Oanton, Nanking - with instru-
ment landinz systems where bad weather
conditions usually prevaill,

Aly traffic rules have been issued and will
we put into force on August 1Oth, 1947, Hegula-
tioas governing the application for pllot und
ailr trarfic oontroller liscenses and the physiocal
standards of airmen are in print, OJHther regu-
lations governing the navigation of forelgn alr
carrier operatlon, the rugistration of alraerafi,
and the import ant export of airerafi and aviation
equlpment zre now being dralfied.
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Iv.

&, Pprsugggl Training.

A CAA Training Center will be established
at Shanghai, under the direotion of the Chief
pllot ef the CAA., Communicatlions personnel,
alr traffic controller and wsather observers
will alse be trained. :

CONCIUDING REMARKS:

_ The plan outlined above is temporary and
tentative in nature. Building up Chinese 8ivil
2aviation is & glzantic task and cannot be

realized without expert advice and asslistance

from abroad. IZIven this tentative plan cannot

be implemented without securing the needed ground
and signal equipment from nbroad. Shortage of
supplies in general 1s precipltating a arisis

in Chinese olvil sviation. Both CNAC and CATC

Zare very short of spare parts. The number of planes
in service of both corporations ia steadlly decreasing.
It is, therefore, extremely urgent that the
procurement of necessary spare parits be immediately
effected so as to prevent the further deterloration
or i3 prosent stantus of Chlnese clivil aviation.

Our present minimum requirement is to secure a
certain amount of ground and signal equlpment in
ordsr to ensure the safety of traffic and some sparse
parts to maintain the present condition of

Chinese eivi] a¥iation, The realization of any
large scale project requires expert advice and
financial aseistance from abread,

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0



1.

i1.

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0

(IV)

{1) In 1937, prior to the outbrsak of the wer, thers were

4,008 ships of all categories, with & groas tonnage of

1,886,000 tons, plying Chinsse constal and inland waters,
Uf these, 5,45$ vessels with &8 gross tonnage of 576,000 tons
wers undsr Chiness registry and 551 ships witk 710,000 gross
tons ware reglstersd under varieus other national flegs. The
Chinese vessels operated principally on the Yengtze iriver and
other inland waterways. Moast of the coestel servios snd o
large psrcentage of the Yangtze Kiver treffic were hundled by
forelign ships.

(£) is shown in the Tollowing table, the average tonnsge
per ship of lhinese vessels was less than 170 tons, while the
averege tonnage per ship of foreign ships opereting in Chinese
waters was just upder 1,300 tons:

Owner T Orose X =~ Number|Gross | Ramerks
| _Tons | _Tons |_Tons
Chinese 186 267,383 | 3,338 [0B, 817 | 3,457 | 576,000 | Very few
i are over
_ 3,000 tons
Forelgn 581 | 710,000
fotel ‘ 4,008 1,288,000 Insluding
| § ! - a1l ven-
/ Z ﬂ s8ls of
: § over 820
{ i { i

GNS UF CHINbS: SHIFFING UURING THE ¢ AR adid O Vi X,

{1) 4s & Tesult of the blockads and seizure of the Chine cocest
and hsrbor areas by Japanese armed forees, ell sea~-going vessels
and some of the river stesmers, uhder Chinese registry vere lost
in the early days of the war, Jthers wers deastroyed to prevent
use by the enemy, #ith all ahigzarﬁs snd repair fucilities lom,
there was no possibiiity oI replacement or even mejor repeair.
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(8) On ¥=J wey what little remained of the Chinese
shipping consisted of 457 vesssls of only 80,880 gross tous
averaging less then 180 tous peor ship, Kany of these were in
e poor state of repsir. The following teble gives detelils:

NE ON V=i DY
, ; Z Remerks
I Yroge ions |
Government % Rone § 17 £3,942 3 '
privete | None __sa0 56,738
Totel 'g None . 487 80, 680 'ineluding small

: prafts of less
then 20 tons eash.

{1) “nsn Jspan surrendered, there wers over 100,000 gross tons
of ships of verious types and sizes in the libersted waters. They
were taken over by the Covermment but most of them wer: found
in an unserviceable stste due to poor maintensnce vy the Japaness
end to demage caused by Allled seriel bombding, 4 larye number of
the smsller erafis had little or mo oosmercisl vsalue, Helther
were there materials and ysrd feoilities availeble for thelir
rapid repeir. 4i»s & result thesse rtaken-over”™ vessels were of
1ittle izmediete value, :

{g) shortly after the soacluslon of the war, srrangemeats wers
mede to procure ships abvrosd. jpurchases wers made through
veriocus &gencies both by the Govermment &nd by privete shipping
firms. Thess ships were obtained malnly Ifrom the inlited Leates
and Cemade. iz less than twe years the merchant merine expanded
tc & total of £,51t ships with an aggregate tonnage of 802,815
gross tons., sizes anu owners of the shipe are shown in the
following table:

MERCHANT SHIPS IN CERVIC: BY 73 . OF 1947

| ! iver an ;
Qwner A § s}l Crafl Total
e 3 T Cross lons Numbey Oross ITong

i i !

Gentrel ] | { | | |
Govermmcnt 69 | 867,876 | 180 | 64,115 49 | 33,993
Local | ! f é | |
Covernment| 10¢ | 23,660 © 178 | 11,887 262 | 35,477

s : é ! 4 ?
privete | BA4 . 837,394 1,048 [10D,981 ),987 441,348
Total 1,017 | 688,528 1,501 179,893 2,618 806,618

Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0



Approved For Release 2003/12/02 : CIA-RDP80-00926A007700530001-0

{3) o far ss the sconomicel operztion is conserned,
these procured ships ere either $oo old or of a iyps unsuitsble
for the conditions in China and are generally very expsnsive
to maintsin., Furthermore, 1t is very difrioult to obtein spare
parts for these vessels. at present, psssenger and combination
passenger-cargo ships ere 1mpcrat1v¢iy nesded for both coustal
and inland watsr services. Thess types of vessels are not
avalleble rrom existing surplus ships abroad,

iv.

The Lhinese ¥erehnn: kMerine should be able to render oadecuate
sérvice to the chinese coastal areas snd its inlamd waters ss well
&5 to the Gouth Ses sree where largs mumber of (hinese live, dince
ships suitable for navigrtion in Chinese wealers are not immedistely
aveilable, it is obvious thet utilizetion to the fullest extent
of whtt we have at present iz of the utwmost importsnes, #e plan
therefors to congentrate our efforts on meintenence, fending
progurement of suitable ships, good msintenance of thr existing
equipment snd salvege nnd overhaul of demaged ships during the
war are shsolutely sesentisl,

fThe following lists give the number and tonnsge of ships
procured adroed from V-4 Uey up te June 1947,

15 GV ERNMIENT

ﬁasgg;¥§;a€ - Tos,  t0tel Grose tons

jea-going Vessels:

Liverty Ship- 10 7£,831,30
Leker- 16 44,074.89
-3 Cargo shnip- 10 18,728,00
Gray Type Ship- $ 6,704,83
p~iype Ship- 7 9,460,386
vorvetie~ 5 7,057.82
Jther- i 3,179.41

Uil Tenkers:

Blg- 4 5,569,786
a;%— i8 21,988,068

Lu%ﬁf g urafis:

Lewel,= ) $ 16,655.23
LeDolity= 15 12,9%00&
Loﬁr T - J ‘]:Q 21%

See~golng lugs:
dhe 'l e b 7 &,1?7.60
bole 4 1,734,254

barges & iLighters:

YF-3 Lighter- 9 20,08%.51
¥ -2 Lighter- 2 1,000.00
YU Lighter- 4 ,000, 00
041 Barye- 4 3,ECG0,00
¥ =ork Lighter- 2 1,080,00
B,LgL,Conerete lighter 1 £,651.00

Total- 137 £83,001,84
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Lource Number Totel Grosa lons
Graeces 3 6,337,00
yensma ié 4£2,437,00
United Eingdoem ie 48,677.00
Austrslias 8 2,410.00
United biates 45 102,881,.00

Canadsa 19%,688.00
KOWRY 19 : 87 3. oC

i3
]
Franege :ﬁ: m—-ﬁ b g 96
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(B) HARBORS

I,  CONDITTON BEFORE THE WAR AND ON V-J DAY

The history of the development of the varicus harboms
in Chins before the war is so well known that it hardly requires
sany commsat here. During the war, the J ocoupied all of
our harbors. But, sxeept those in Werth China end Manehuria,
1ittle was done to improve them, Towards the later part of the
war, ,wﬁrvu, reyetments and were allowed to
4wf?;§£'5‘.' Consequently, on Y-J Day, all the harbers were in
a dsplorcble econdition,

il.

(1) Pirst Phase-Plamning. In the early part of 1946, a
group of Amsrisan technical experts were invited to make a survey
of the Chinese harbors. Assisted by Chinsse sagineers, they made
s careful study on the astual conditions and submitted resommen—
dations concerming the nscesssry repair anéd Lsprovenent tec be
done, A sumsary of their findings is sa follows:

Depth balow L.L.W.

Tota) | 55,764,000 | 110,000,000

# 3,000,000 tons/yre planned by the Japsnsse, 1,000,000
tensfyr. increase when improved.

## No development needed,
+#% It is not recomsended L0 develop Whiapao, since it would
csst sbomt U.3.220,000,000 to make it » complete operating
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{2) Second Phase -~ It is self-evident that the rehabili-
tation of “hina's economy requires free exshange of goods
hetween nort! and south China and unhampered flow of exports
and imports. Thds presupposes the avallability of goed harbors.
st furtor rehsbilitation is usually hesvy construetion work rec-
piring zood enginsering msterials snd enquipment which ean only
be secured abroad., This invelves considerabls sxpenditure in
foreirn exechange, Without assistance from abrood all that we
have baon npble to do has bsen confined to such repsir work as
conld be efrescted with the available rescurces in this eountry.
The followiny sums up what has bsen dons,

{a) Hulutso, Pemding the restoration of Dairen
finlutes is the most important part in Manchuria, It eonsti-
tutes natural ecomplement te Chinwangteo whieh, basing primarily
& ocoal port, must net be overburdened with other traffic as to
intorfere with the mevemant of this essential cemmodity,

Early in 1946 a Government Jission visited Hulutao to study

ite possibility as a logistic base, This Mission recommnded
éevelopmant of Hulutso as the main port with Chiswengtso as a
forwarding or rear dspot to scedmodate shipments when Bulutso

is frozen during the severe winter (3 to 4) montha, With some
improvised r work hastily executed, Hulutas has served since
last ¥ay as the main port through whieh all logistic mevemente
from south China into Manchuria have been effected. This port
was left by the Japanese in & desclate state. Afd%er Jepenese
svacuation it was ocoupled for a short periocd by the Cemmunists
whe agrravated the conditiens there by damaging the light towers
and other essential installatien. Since the taking-over by the
Governmant eontimal repalr works of a minor nature have been
kept in eonstant progress. Plers I and II are under repair st
present, DBuil the port is still 4n a very had condition, 2
large sum of mwoney, of whis:: & considerable pereentage will bs
forelzn exchangs, will have to be spent to make this port really
serviceable, But the general sconosdicsl and militery

importance of this port secms to justify ihis expenditure,

(b) Tangku, Conatruetion werk of the Tangku Harbor
is an wndertaking left wniinlshed by the Japanese. Deapite
ahortage of engineering meterisls and ether diffiouities,
the ennsiruction of a navigation loek hes been compheted.
Dredzing of the echannel snd eomstruction of the Pier He, I
i connect the branch line of the Peipins-daokden Railway are
slso in presress, The sonstruction of the two prineipal
vreakwsters and othsr necessary works require, however, large
quantities of imported meterials and equipment and eannot be
completed without assistance from sbroad.
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{¢) Tsingtso. The repair of pler No. VI has been
completed, Piers No. I, 1I, III, and V1 have been tempor rily
strengthened., The necess:iry msteriale for the repsir of
Pler No. V will be procursd from the United 3tated. Tsingtuo
is important both as a commereiel part and s a navel base,
To restore it at sn early date to the prewar condition seems
to be the minimsm effort tle Governwent ought Ho make.

{4) Shenghul. General isprovement of the harber
tas been carried out under the supervision ef the Shamghai
Harbor Hoard. A mew temporary wharf at tle turminal ef tis
3hanghai-Nanking Railwey has been partially completed,
jtanghei is the most important port in China., But it has
srown up witheut a plan. It would need very careful plnmi.ng
Lo re-made Shanghal into s modern port ecordinated with all
recently developed land and air cozmmniestions of ihis
GOﬂﬂtWo

PUOPOSKD CORSTRUCTION AN

Canton and Kwangohowwan sre the most inportant hurbors
in South China. Canton 1s the terminal of the Canton and
Haonkew Railwosd, Kwangehowwan is s good natural harbor and
will be connected ene day by railwey from Fort bayard io
Linehow. It ies extremsly urgent that construction work on
these two harbars be taken up at an early date.
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{4) TEIECORMUMTCATIONS

ie CONDTTION BEFORE THE. WAR

{1) Prior to the Sino-ispanese war of 1937, all
telecommunicstion fagilitiss ware concenirated in the
coustal provinces, with the Internatiopal Radic Statlion
altusted at Shanghal, Only a smsll number of talegraph
iines and radio stations were ssattered in the South-West
racions,

(2) There were in Chinaa 40,543 loop kilometers of .y
101l telephone lines, 128,103 wire kilomsters of telegrsp' /[

iines, 76,232 lines of locsl telephones, snd 171 radio
stations. {(3e® Tele-Uom. Hap Ne.l & 2)

11,  CONDITION O V=J DAY

{1) a. In the Seuth-West and Hortl-¥est distriets
#a experienced great 41ffleulties in telecoommiecation
during the first phase of the war. Later on, ss 2 result
of persistent sffort made by the Chinese Cowvernzent, under
extreme financisl difficulties and despite lack of supplies,
52,678 loop kilemeters of tell telephone lines, 32,102
wire kilometers of telegrapl: lines, 7,978 lines of local
telephones, and 234 radio stutions were constiructed, This
network made it possible to maint:in direct telephene and
Lelegrapt commnientions betwesn all principsl elties in
Free China throughout the war,

. The International Rsdio Station was re-
eatablished st Crungking, with branch stations st Chengtu
snd Kunming, enabling w;.na. to keep direct and constant
gonbael with a1l her allles.

(2} On V-J Day, there wers 55,536 loop kilometers of
toll telephone lines, 100,971 metars of telegraph )
lines, 10,000 lines o telephones, and 285 radio

stations, UYoet of these instsllations wers loosted in
Free China, (S5es Tels~Com. Vap ¥o. 3 % 4)

(3) It 4= obviocus that all these telecommunication

tneilities were expanded chieflly to meet military
reuirements, It was in the Tisld of military intelligence

and particularly in the field of alr-rald defense that tle
Lelecompunication network made its most notables contribu~
tion to the way,
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¥,

(1) From V-J Day to Juns 1947, tle Commmist
destruction of the telephons and telegraph lines at
varicus pleces in the geuntry amounted to 1,051 times,
tntalling)a length of 10,932 kilometsrs, ({See Tele-Com,
‘fﬁp Ro. 5

(1) with the view to restoring spesdily the
telecommnication batwecn the libersted arsas and Frese
China, radio stations were set up immedlately after V-J
Day at all the key points in the liberated arsas. The
International Radio 3tation at Shanghal was also quiekly
restorsd with & new branch station in Nanking.

(2) The second step taken was $0 rebulid all the

tyunk toll telephone and telegraph lines ss well as the
important subsidiary lines.

{3) The following figures, esmbodying the results
of slmost two years of patient work, give & general ides
of the present status of China‘s uicmmniuuana and
with the siggle exception of the milesge of telegraph
lines, all the figures exceed those of the pre-war days:

Toll telephone lines ————- 113,02} loop km,

iron telegraph lines ————— 115,777 wire k=,

iocel telephones —— -lines

Fadlo stetion e 673 _sein
{ee Tele-Com. Map No. &6 & 7) T

(4) Eith regard to the actusl amsunt of traflie
sreat improvenent has besn made. The latest monthly
traffic of domestic telegrams smounts to Lk,600,000 word:
while the pre-war figure wss y 20,000,000, The ratio
of the gommercial and private traffic W@ povernment
and military is 73% to 27% whereca during the war, the
ratio was 25% o 75%. The latest monthly traffic of
international telerrams is 1,700,000 words as ageinst
380,000 in Juns, 1937. At present nesrly 50% of the
telograms are despatched to the Unitsd States,

(5) Substantial progress has slse been made in
inereasing the speed of telegraphic transmisaion, Tne
time required for delivery of all classes and types of
messages has alse considerzbly improved. International
rudio traffis under normal conditions are clearsd very
expeditously. For example, & asssage to the United

dtates only takes one to two hours to reach its destination.
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(6) we heve sneountered, and sre still
encountering, innumerable diffieulties in our rehabili-~
txtion and reconstruction work., The main cause is to be
sougtt in our insbility to provide the necessary
meterials, China is at present not in a position to
monufscture telecommunieation equipment, nor has she
sufficient foreign sxchange to effect the necessary
procurement, The toll ephone el telegraph netwerk
1s merely a skeleton of $runk lines, consisting mostly
of one single pair or two pairs of wires, used both for
short and long distance hauls, The cepacity of these
lines %o clear the traffic falls far short of ihe ever
inereasing demands of the public., Most of the telegraph
instruments used throughout the sountry are sither tbe
obeolescent old-fashioned Wheatstone instruments or the
sbsolete Morse inkwriters and sounders. No other
instruments of higher efficiency arc available to replace
them. The ¥inisiry of Comrunication owns and operales
only 160,000 lines of local telephrones, averaging one
telaphtone to every three thousand parsons. This is
obvicusly inadequate to meet the present demand of the
;ﬁlmet

Ve PLAN FOR THe RbaR PUTURE

{1} Judging on the besis of the good record of the
Chiness telecompunigstion scrvice, we are confident that
Chins can build up and operate & medern telecommuniestion
system, if tite necessary meterials and squipment can be
obtained.

{2) Time is not yet opportune for any large scale
parmsnent reconstruetion in Nemth Chins and Hanchruria.
Only temporary or semi-~permanent werk can be dens Lo meet
the military requirements, is we hLave veen fasirg almost
daily Comeunist destruction in these two sreas, it is
sbselntely essential to pile up & ressrve pool of maint-

snce materisls and spare parts Lo meet 8ll emergencies,
In this connection, the restoration of two coastal sub-

rmepine csbles to link up Shanghal with Tsingtae, Tientsin,
and Hulutae should be of great help, The value of thesc
cable lines to ensure telegraphic commnication between
Zogth Chins and North China is bbvioua,

(3) So far as the permanent reconstruction work is
concerned, eur attention and energy sust be directed msinly
to the sxpansion and isprovemsnt of the telscomminication
facilities in Central and Seuth China., Our minimae
requiresent will be the realiszation of a plan as worked ovi
by the Kinistry of Cemminicstions with tle coopsration of uie
INREA experts. This plan comprises the following main items:
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Lopper wire

j.ovel telephones

hedio transmitters
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18~chennel oarrier
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Z~ahannel eerrier
telephone eguipment

i~chennel ecorrier
telephone sguipment

l8~-channel cerrier
talegrsaph equipment

4~¢hunnel carTrier
telegruph equipment

$0,540
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It wes estimated thet the materisd required to implement
the ebove plan would soBt U.h. $30,000,000. (Not including

cosstal subm=rine cable.), of whieh

Usiie #3,£96,000.

Bl PUSTal SahVIh

UNREA was only eb

1e to d@dicatiévg

1., iostel srogress hed been nsrioﬁaly hempered during
Inmadistely after
V-4 uay, the tesk ol nation-wide restoretion and modernization of

the eight long yesrs of wer of resistance.

the rostal Ssrvice was tackled.

the exception of percel servic

in the number of post offiees functiozing,

it the close of June 1947, with

e, an sll-round increass wes mede
the leng ' h of mail

1ines under operation, and the volume of msil matter hendl~@ eé&
the soceompenying Postsl Chert No.l will shew.

2. neslizing the necessity of accelerating mall
trenemigrion, an energetic efrort was mnde toweyde this end, .8

s result, the time required Tor

the capitel, end the prinsipal

been grectly shortened. iThis gein of time was
through the extensive utillzetion ot

now, all letters, whether prep
have been transported by alrpl

The secompanying rostel Lhert Koo

excnanged between Nanking and
yresent in comparison with the
1llustreted by the time leaken

iwelyang., vefore the war, it tock EE to 31 days anu

letters sxchanged between Hanking,

eities throughout the country hee

made possible
air trensport,

¥Yor some tire

sifd with air melil postage or not,
enes, This additicnal expense heas
been borne by the Foat Jfrice ss & service %o ths (hinese psople.

2 shows the time teken by letters

principal c¢ities in the country at

pre~war tinme,

ihis nmey be

for & letter from hanklag to resch

now it

tekes only 4 to & amys., -ith pariticuler regard io zall
itrensmission between Wanking end ohanghal, marked progress hus
been made, Letters dropped in eny ol the designated sxprese
10 pem, oan be delivered esrly
posted in the early morning csn

sillar-boxss at one end belfors
next poraing. 4idkevwlse, Lhoasé
slsc be gelivered on the sume

asy.
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{3) syaearouizing with the sceelerstion ol maid
transporistion, more iecillties to the public in posting thelr
mail have been providst., sa shortege of housing secommodstiocns
renders Lbhe openiug of new branch post offices in large eliles
extremely air feult, irf not impossible, we have tO resort to
sther mecns, such us yostel slosks, iwobile Post Gffices on
trucks, isrein ard oleamsr ;opt Uffices. These frollities hove
glresdy becn extended To ARy large cities,

{4; Leving achieved some vesults in the improvemeny
of Fostel Jervice inp the principel clties throughbut the country,
we pye now devoting our atisntlon te {mprove the service in
inlend #nd border provinces, a long~distence postel truck
line has been established in the northwest, linking up Tihws,
the provincisl ceplitel of sinkimng, In view of the very larg:
number of ofices functioning inlend, the task sefore us 1s
en oxtremely difficult one,

(&) - & heve g long-rengd plen for raoonsiruction,
but our efforts have been, 8K will be, nsmpered by the -
aisturbances crestec by the Communiste, At present, many postal /
esteblishments in the north and the northesat are occupled &
by the Communistis and meny postel lines have veen interrupted.
ig shown in the eccompanyling Postel Chart No., 3, the sreas shaded
ore occupled by the communiats and postal operations there nre
entirely suspended. No . improvement gan be expected in this
reglon under the prevailing eircumstances.
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